














| RELEASES IN THIS ISSUE 





| 
| 
| 


Securities Exchange Act 
Public Utility Holding 
Company Act 


- 13421-13436 ..... 2189 


- WS71-199A5.....: 2196 


Trust Indenture Act PAG salad Soe 2200 
Investment Company Act - 9704-9716...... 2201 
Litigation ~ J@6V-76G2.....: 2223 
Privacy Act - Ae, CT ee 2227 
Freedom of Information 

Act . RPh: 8 eae 2228 


This issue covers releases issued from 4/1/77 - 
AT ITT: 


This listing does not affect the legal status of any 
document published in this issue. 





SEC DOCKET INDEX 








VOLUME FOUND IN DOCKET DATED 
| Vol. V, No. 15 12/3/74 
I Vol. V, No. 16 12/10/74 
Il Vol. VI, No. 3 1/8/75 
IV Vol. VI, No. 15 4/22/75 
V Vol. VI, No. 20 5/28/75 
Vi Vol. Vil, No. 8 7/22/75 
Vil Vol. VIII, No. 15 1/28/76 
VII Vol. IX, No. 11 5/18/76 
IX Vol. X, No. 11 10/5/76 
X Vol. XI, No. 9 2/8/77 
SIGNIFICANT ITEMS 

RULES 

The following releases relate to self-regulatory 


organization rule proposals and/or adoptions. 


34-13421 
34-13424 


34-13428 
34-13429 


34-13431 
34-13432 


34-13434 





SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13421/April 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-77-4 


The Philadelphia Stock Exchange, Inc. (the ‘‘Ex- 
change”’), submitted on March 29, 1977, a proposed 
rule change under Rule 19b-4 to amend the Exchange's 
fidelity bonding requirements so as to provide an 
exemption for certain members and to specify the 
amounts of minimum required bonding coverage for 
members utilizing the Alternative Net Capital provisions 
of the Commission’s Net Capital Rule, among other 
things. 


Publication of the submission is expected to be made in 
the Federal Register during the week of April 4, 1977. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or _ institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submission should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PHLX-77-4. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13422/April 1, 1977 


NOTICE OF FILING OF APPLICATION BY PACIFIC 
RESOURCES, INC. 


File No. 1-6884 


Pacific Resources, Inc. submitted an application to the 
Securities and Exchange Commission pursuant to 
Section 12(d) of the Securities Exchange Act of 1934 
and Rule 12d2-2(d) promulgated thereunder, to with- 
draw the Company’s common stock, no par value from 
listing and registration on the Pacific Stock Exchange 
incorporated. The reasons alleged in the application for 
withdrawal include the following: ‘“‘The Company .. . 
believes the interests of its shareholders will be better 
served if the Common Stock were traded in the over- 
the-counter market and quoted through NASDAQ (to 
which the Company has made application).”’ 


On March 28, 1977 the Pacific Stock Exchange 
Incorporated filed an application for unlisted trading 
privileges in the common stock of Pacific Resources, 
Inc. That application is currently pending before the 
Securities and Exchange Commission (see Securities 
Exchange Act of 1934 Release No. 13423). 


Any interested person may, on or before April 22, 1977 
submit by letter to the Secretary of the Securities and 
Exchange Commission, Washington, D.C. 20549, facts 
bearing upon whether the application has been made in 
accordance with the rules of the Exchange and what 
terms, if any, should be imposed by the Commission for 
the protection of investors. An order granting the 
application will be issued after the date mentioned 
above, on the basis of the application and any other 
information furnished to the Commission, unless it 
orders a hearing on the matter. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13423/April 1, 1977 


NOTICE OF FILING OF APPLICATION BY PACIFIC 
STOCK EXCHANGE, INC. 


File No. 7-4933 
The Pacific Stock Exchange, Inc. (‘‘PSE’’) has filed an 


2190/SEC DOCKET 


application with the Securities and Exchange Commis- 
sion pursuant to Section 12(f)(1)(c) of the Securities 
Exchange Act of 1934 (the ‘‘Act’’) and Rule 12f-1 
thereunder for unlisted trading privileges in the common 
stock, no par value of Pacific Resources, Inc., which 
securities are registered with the Commission pursuant 
to Section 12 of the Act of which would be required to 
be so registered except for the exemption from 
registration provided in subsection (g)(2)(B) or (g)(2)(G) 
of Section 12. 


Pacific Resources, Inc. is currently listed on the PSE. 
Pacific Resources has filed an application to withdraw 
from listing and registration on the PSE, which 
application is currently pending before the Securities 
and Exchange Commission (See Securities Exchange 
Act of 1934 Release No. 13422). 


In its rule filing SR-PSE-76-17 the PSE proposed an 
amendment to its off-board trading rule (PSE Rule XIII, 
Section 4) to exempt from that rule securities that are 
not listed and registered on any national securities 
exchange and that are traded on the PSE pursuant to 
unlisted trading privileges in accordance with Section 
12(f)(1)(C) of the Act. (See Securities Exchange Act of 
1934 Release No. 12539 (June 11, 1976) and 41 Fed. 
Reg. 24787 (June 18, 1976). That proposal is currently 
pending before the Securities and Exchange 
Commission. 


Upon receipt of a request on or before April 22, 1977 
from any interested person the Commission will 
determine whether the application with respect to the 
company named shall be set down for hearing. Any 
such request should state briefly the title of the security 
in which the party is interested, the nature of the party's 
interest in making the request, and the position which 
the party proposes to take at the hearing, if ordered. In 
addition, any interested persons may submit his views 
or any additional facts bearing on the said application or 
amendments thereto by means of a letter addressed to 
the Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549 not later than the date 
specified. If no one requests a hearing with respect to 
the application, such application will be determined by 
order of the Commission on the basis of the facts stated 
therein and other information contained in the official 
files of the Commission pertaining thereto. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13424/April 1, 1977 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 
Chicago, Illinois 60604 


(SR-CBOE-76-25) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 17, 1976, the Chicago Board Options 
Exchange, Incorporated (‘CBOE’) filed with the 
Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “‘Act’’), as 
amended by the Securities Acts Amendments of 1975, 
and Rule 19b-4 thereunder, copies of a proposed rule 
change to amend several sections of its Rule 17 
concerning disciplinary jurisdiction and procedures. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
[Securities Exchange Act Release No. 13119, (Decem- 
ber 29, 1976)] and by publication in the Federal Register 
[42 Fed. Reg. 1548 (January 7, 1977)]. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on December 17, 1976, be, and it 
hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13425/April 6, 1977 


UNLISTED TRADING SOUGHT 
Notices have been issued giving interested persons until 


April 17 to request a hearing on applications of the 
Philadelphia Stock Exchange, Inc. for unlisted trading 


privileges in the common stock (unless otherwise 
noted) of the specified companies: Atlas Corporation; 
Best Products Co., Inc.; Blue Bell, Inc.; Coca-Cola 
Bottling Company of New York, Inc.; General 
Explora-Company; Grolier Incorporated; and Pioneer 
Electronic Corporation (American Depositary Receipts, 
50 yen par value, each representing 2 common shares). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13426/April 4, 1977 


LISTING ACTIONS 


The SEC has announced that the common stock, no par 
value of Houston Industries, Inc. has become listed on 
the following stock exchanges: New York Stock 
Exchange, Inc. (effective as of March 15, 1977) and 
Midwest Stock Exchange, Inc. (effective as of February 
23, 1977). 


Orders have been issued pursuant to Section 12(d) of 
the Securities Exchange Act of 1934 granting the 
applications of the following companies to list the 
specified securities on the American Stock Exchange, 
Inc.: Mite Corporation (10% subordinated sinking fund 
debentures due 1997) (effective as of March 21, 1977); 
and Wesco Financial Corporation (capital stock, $1.00 
par value) (effective as of March 3, 1977). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13427/April 4, 1977 


DELISTING GRANTED 


The SEC has issued orders granting the applications of 
the American Stock Exchange, Inc. to strike from listing 
and registration thereon the specified securities of the 
following companies: Astrodata, Inc. (common stock, 
without par value); and Indian Head, Inc. (warrants for 
common stock, $1.00 par value, expiring 1990). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13428/April 4, 1977 


In the Matter of 
THE OPTIONS CLEARING CORPORATION 


6150 Sears Tower 
Chicago, Illinois 60606 
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File No. SR-OCC-75-7 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
THE OPTIONS CLEARING CORPORATION TO AC- 
COMMODATE THE ISSUANCE OF PUT OPTION 
CONTRACTS AND THE CLEARANCE AND SETTLE- 
MENT OF PUT TRANSACTIONS AND EXERCISES 


On December 23, 1975, The Options Clearing Corpor- 
ation (‘OCC’) submitted, pursuant to Rule 19b-4 under 
the Securities Exchange Act of 1934 (the ‘‘Act’’), a 
proposed rule change relating to the issuance of put 
option contracts and the clearance and settlements of 
put transactions and exercises. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, the proposed rule change was 
published in the Federal Register, 41 F.R. 4987 
(February 3, 1976), and the public was invited to submit 
comments until February 24, 1976. Notice of the filing 
and an invitation for comments also appeared in 
Securities Exchange Act Release No. 12049 (January 
27, 1976). No letters of comment were received. 


The OCC submission incorporated by reference 
proposed rule changes pertaining to put option 
transactions set forth in previous rule filings concerning 
the settlement of exercised option contracts through a 
designated clearing corporation [File No. OCC-76-7, 
approved with respect to call option contracts in 
Securities Exchange Act Release No. 12857 (October 4, 
1976) 41 F.R. 44903 (October 13, 1976)] and the 
automatic exercise of certain in-the-money option 
contracts [File No. OCC-76-10, approved with respect 
to call option contracts in Securities Exchange Act 
Release No. 13155 (January 12, 1977) 42 F.R. 3914 
(January 21, 1977)]. 


The Commission has reviewed the OCC submission and 
finds that the proposed rule change is consistent with 
the requirements of the Act and the rules and 
regulations thereunder applicable to registered clearing 
agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-OCC-75-7 be, and hereby is, 
approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13429/April 4, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE INCOR- 
PORATED 


File No. SR-CBOE-77-5 


The Chicago Board Options Exchange, Incorporated 
submitted on March 16, 1977 a proposed rule change 
under Rule 19b-4 to permit strike price intervals of 5 
points for option series between 10 and 80, and 10 point 
intervals for option series above 80. 


Publication of the submission is expected to be made in 
the Federal Register during the week of April 4, 1977. In 
order to assist the Commission in determining whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-CBOE-77-5. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organizations. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13430/ April 5, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 11:45 a.m. (EST) on April 
5, 1977 and terminating at midnight (EST) on April 14, 
1977 of the securities of Ormont Drug & Chemical Co., 
Inc. (““Ormont’’), a New York corporation with principal 
executive offices located at 520 So. Dean Street, 
Englewood, New Jersey 07631. 





The Commission ordered the trading suspension at the 
request of the company in view of the lack of adequate 
and accurate public information regarding Ormont’s 
financial condition as it relates to its major creditor, 
Chase Manhattan Bank, N. A. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
sibseqiently issued by the company. 


F.irthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any q:iotation but immediately contact the staff of the 
Division of Enforcement in Washington, D. C. If any 
broker or dealer is iuncertain as to what is required by 
Ritle 15c2-11, he should refrain from entering quota- 
tions relating to the securities in questions until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 13431/April 5, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-77-6 


The Midwest Stock Exchange, Incorporated submitted 
on March 25, 1977 a proposed rule change under Rule 
19b-4 to expand its options program by listing up to 
twenty additional classes of call options. 


P:iblication of the submission is expected to be made in 
the Federal Register during the week of April 4, 1977. In 
order to assist the Commission in determining whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of ptiblication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 500 
North Capitol Street, Washington, D. C. 20549. 
Reference should be made to File No. SR-MSE-77-6. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13432/April 5, 1977 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street & Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-PHLX-76-23) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 30, 1976, the Philadelphia Stock 
Exchange, Inc. (‘‘PHLX’’) filed with the Commission, 
pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’), as amended by the Securities 
Acts Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change to provide an 
automatic execution system for limit orders up to 299 
shares in securities traded under the system. 


Notice of the proposed rule change together with the 
terms of substance of the propsed rule change was 
given by publication of a Commission Release 
[Securities Exchange Act Rlease No. 13171, (January 
14, 1977)| and by publication in the Federal Register [42 
Fed. Reg. 5161 (January 27, 1977)]. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


IT |S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on December 30, 1976, be, and it 
hereby is, approved. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13433/April 5, 1977 


OPTIONS FLOOR TRADING 


The Commission is concerned with recent indications 
floor members of certain exchanges which trade 
standardized options issued by the Options Clearing 
Corporation may be engaged in behavior which violates 
the Securities Exchange Act of 1934 (the “Act’’). 
Specifically, such floor members appear to be increas- 
ing substantially their proprietary trading in certain 
dually traded options as measured against the historic 
levels of such trading in non-dually traded options. ' 
The motivation for this increased trading activity is 
apparently to induce the purchase or sale of such dually 
traded options on their options exchanges instead of 
other options exchanges on which the same class is 
traded. 





‘Both the American Stock Exchange (the ‘‘Amex’’) and 
the Chicago Board Options Exchange (the ‘‘CBOE’’) 
began to trade options on MGIC Investment Co. stock 
(‘“MGIC’’) on December 14, 1976. MGIC options were 
traded on thirteen business days in December. During 
those thirteen days, Amex floor members’ participation 
in MGIC options was 82%, /.e., 82% of all cleared 
trades in MGIC options involved a floor member on the 
buy and/or sell side trading for his proprietary account. 
On six of those thirteen days their participation 
amounted to 90% or more, including 99% on one day. 
In contrast, floor members’ proprietary trades in all 
options classes traded on the Amex in November, 1976, 
represented an average participation of about 40% of 
cleared contract volume. It should be noted that several 
major brokers determined early in January, 1977 to 
route their customers’ small orders in MGIC options to 
the Amex. Proprietary trades by the floor members for 
the first four trading weeks in January averaged 76% 
and for the next four trading weeks declined to an 
average of 58%. For the same period in December, 
1976, proprietary trading by CBOE floor members in 
MGIC options represented an average participation of 
65% in comparison to their 51% participation in cleared 
contract volume in all classes traded on the CBOE for 
November, 1976. 
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Preliminary reports indicate that proprietary trades by 
floor members of both CBOE and Amex in options 
classes which began to be dually traded by those 
exchanges on February 23, 1977 also reflect unusually 
high participation rates. For the first six days of their 
dual trading, such participation rates for all such dually 
traded classes were 78% on the CBOE and 61% on the 
Amex. 


It currently appears that this increased trading by floor 
members responds to their perception that brokers rely 
on aggregate reported trading volume on _ each 
exchange in deciding to which market to route their 
customers’ routine orders. The Commission has 
observed one recent instance in which, after market 
selections were made by major brokerage firms, there 
was a notable decline in proprietary trading by floor 
members in the affected options class. 


This floor trading may involve violations of Sections 9 
and 10 of the Act. For example, increased proprietary 
trading for the purpose of inducing the purchase or sale 
of an options class registered on an exchange would 
appear to violate Section 9(a)(2) of the Act. Such 
increased floor trading may cause exchange reporting 
of options transactions to omit to state material facts 
necessary in order to make those reports, in the light of 
the circumstances under which they are made, not 
misleading in violation of Section 10(b) of the Act. To 
the extent public orders are diverted to an exchange 
because of such proprietary trading, that use of 
exchange facilities may operate as a fraud upon public 
customers in connection with their purchase and sale of 
securities, as well as a fraud upon other markets by 
depriving them of a fair opportunity to compete for 
business. 


The Commission expects the affected exchanges to 
take all appropriate steps to discipline those responsible 
for any floor trading activity engaged in for the purpose 
of inducing other transactions and to take steps, 
including increased surveillance, to avoid the recurrence 
of such practices. Brokers are cautioned against relying 
solely on aggregate trading volume reported on such 


exchanges in connection with selections among 
competing market centers. In order to provide better 
volume data for use in the future as one measure of the 
relative quality of markets the Commission plans to 
arrange for publication of reports obtained from 
exchanges trading options regarding proprietary op- 
tions transactions by floor members. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13434/April 6, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE, INC. 


File No. SR-CBOE-77-6 


The Chicago Board Options Exchange, Inc. (‘‘CBOE’’) 
submitted on March 28, 1977 a proposed rule change 
under Rule 19b-4 to provide for the award of Board 
Broker appointments on the basis of competitive 
bidding and to empower the CBOE to impose and 
collect charges from its members for services performed 
by Board Brokers. 


Publication of the submission is expected to be made in 
the Federal Register during the week of April 11, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rules 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-CBOE-77-6. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference, 1100 L 
Street N. W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13435/April 7, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 9:00 a.m.(EST) on April 
7, 1977 and terminating at midnight (EST) on April 16, 
1977 of the securities of International Systems & 
Controls Corp., (“ISC’), a Texas corporation with 


principal executive offices located at 2727 Allen 
Parkway, Houston, Texas 77019. 


The Commission ordered the suspension of trading in 
the securities of ISC because of questions which have 
arisen concerning recent trading activity in the common 
stock of ISC. The Commission has been informed that 
numerous apparent ‘‘wash sale’ transactions may have 
occurred recently in the common stock of ISC and, as a 
result of those transactions, the Commission believes 
broker-dealers should pay particular attention to all 
transactions in the securities of ISC to assure 
themselves that ‘‘wash sales” or other improper trading 
practices are not taking place. 


In addition, broker-dealers should also be extremely 
cautious in dealing with Regulation T extensions of 
settlement dates. A broker-dealer has an obligation to 
ascertain whether a customer will be able to pay for 
purchases at the settlement date and must be 
concerned about the availability of liquid assets when a 
customer has a high concentration of securities of a 
particular issuer in a margin account, or where a 
customer has a previous record of delinquent payment. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quot- 
ations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13436/April 7, 1977 


\ 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
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Act of 1934 (‘‘Exchange Act’’) the temporary suspen- 
sion of over-the-counter trading for a ten-day period 
commencing at 9:50 a.m. (EST) on April 7, 1977 and 
terminating at midnight (EST) on April 16, 1977 of the 
securities of the following issuer which has failed to file 
with the Commission the indicated report: 


CHEMTRUST INDUSTRIES CORPORATION 


File No. 0-5356 


Annual Report on Form 10-K for its fiscal year ended 
December 31, 1976 


The Commission initiated the subject suspension 
because the subject issuer failed to comply with the 
reporting provisions of the Exchange Act resulting in 
the lack of current and accurate information available to 
the public. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotations which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC HOLDING COMPANY ACT OF 1935 
Release No. 19971/April 1, 1977 


In the Matter of 

ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 

New York, New York 10022 

(70-5975) 
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NOTICE OF PROPOSAL BY HOLDING COMPANY TO 
BECOME BONDED AS SURETY TO A STATE FOR 
BENEFIT OF ITS SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Allegheny Power 
System, Inc. (‘Allegheny’), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’) designating Sections 12(b) and 12(f) of the 
Act as applicable to the proposed transaction. All 
interested persons are referred to the declaration, which 
is summarized below for a complete statement of the 
proposed transaction. 


On November 30, 1976, Monongahela Power Company 
(‘Monongahela’), a public utility subsidiary of 
Aiiegheny, fiied an application for rate increases with 
the Public Service Commission of West Virginia. 
Monongahela originally requested that such rate 
increases become effective on December 30, 1976. On 
December 8, 1976, the Public Service Commission 
suspended the effective date of the proposed rate 
increases until April 28, 1977, and began an investi- 
gation into the reasonableness of the proposed rate 
revisions. The Public Service Commission provided in 
its December 8, 1976, order that Monongahela may 
begin applying the proposed new rates beginning April 
28, 1977, provided Allegheny becomes bonded as 
surety to the State of West Virginia for prompt refund 
by Monongahela of all amounts Monongahela may 
collect or receive in excess of such rates and changes as 
may be finally fixed by the Public Service Commission. 
Accordingly, Allegheny proposes to become bonded as 
surety to the State of West Virginia in an amount and at 
an annual rate of interest to be determined by the Public 
Service Commission. The purpose of the proposed 
transaction is to enable Monongahela, as permitted by 
West Virginia law, to begin applying the new increased 
rates prior to completion of the Public Service 
Commission's investigation, hearing and decision with 
respect thereto. It is expected that the amount of the 
bond will not exceed $11,500,000, which is the 
estimated additional annual revenue that the new rates 
will provide. In the event the amount of the bond 
ordered by the Public Service Commission should 
exceed that amount, Allegheny will not execute the 
same until it has filed a post-effective amendment 
thereto, and this Commission has issued a further order 
with respect thereto. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,200. 
It is stated that no state commission and no federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 27, 1977, request in writing 
that a hearing be held on such matter, stating the nature 





of his interest, the reasons for such request, and the 
issues of fact or law raised by the filing which he desires 
to controvert; or he may request that he be notified if 
the Commision should order a hearing thereon. Any 
such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the declarants at the 
above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19972/April 1, 1977 
In the Matter of 


THE CONNECTICUT LIGHT AND POWER 
COMPANY 

Selden Street 

Berlin, Connecticut 06037 


(70-5996) 
NOTICE OF PROPOSED ISSUANCE AND SALE OF 


FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that The Connecticut Light 


and Power Company (“CL&P’’), a_ public-utility 
subsidiary company of Northeast Utilities, a registered 
holding company, has filed an application with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Section 6(b) 
of the Act and Rule 50 promulgated thereunder as 
applicable to the following proposed transaction. All 
interested parties are referred to said application, which 
is summarized below, for a complete statement of the 
proposed transaction. 


CL&P proposes to issue and sell, at competitive 
bidding, up to $45 million principal amount of its First 
and Refunding Mortgage__% Bonds, Series DD, due 
May 1, 2007. The interest rate, which shall be a multiple 
of 1/8 of 1%, and the price, exclusive of accrued 
interest, to be paid to CL&P, which will be not less than 
99% nor more than 102.75% of the principal amount 
thereof, will be determined by competitive bidding. The 
bonds will be issued under the Indenture of Mortgage 
and Deed of Trust dated as of May 1, 1921, between 
CL&P and Bankers Trust Company, Trustee, as 
supplemented and amended from time to time, and as 
to be further supplemented by a supplemental indenture 
to be dated May 1, 1977. The supplemental indenture 
provides, among other things, that bonds shall not be 
redeemed at the applicable general redemption price 
prior to May 1, 1982, if such redemption is for the 
purpose of or in anticipation of refunding such bonds 
through the use, directly or indirectly, of funds 
borrowed by the company at an effective interest cost 
of less than the effective interest cost of the bonds. 


The net proceeds from the sale of the bonds will be 
used by CL&P primarily to repay a portion of the 
company’s short-term borrowings estimated to total 
$70,000,000 at the time of such sale. Such short-term 


borrowings were applied to finance CL&P’s 1976-1977 
construction program. 


A statement of the fees and expenses incurred or to be 
incurred in connection with the proposed transactions 
will be supplied by amendment. The approval of the 
Connecticut Public Utilities Control Authority is 
required for the issuance of the bonds. It is represented 
that no other State commission, and no Federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 28, 1977, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the 
issues of the fact or law raised by said application which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon applicant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as filed or as it may be amended, 
may be granted as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
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ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19973/April 5, 1977 
In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


BROCKTON EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-5997) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK AT COMPETITIVE BIDDING BY 
HOLDING COMPANY, ISSUE AND SALE OF 
COMMON STOCK BY ONE SUBSIDIARY TO 
HOLDING COMPANY AND ISSUE AND SALE OF 
COMMON STOCK BY ONE SUBSIDIARY TO A 
SECOND SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (‘‘EUA”’), a registered holding company, 
and two of its electric utility subsidiary companies, 
Brockton Edison Company (“Brockton’’) and Montaup 
Electric Company (‘‘Montaup’’), have filed an applica- 
tion-declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘“Act)’’ 
designating Sections 6, 7, 9(a), 10, 12(c), 12(d) and 
12(f) of the Act and Rules 42(b) (2), 43(a), 44(a) and 50 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


EUA proposes to issue and sell up to 600,000 shares of 
its common stock (par value $5.00) by competitive 
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bidding. EUA proposes to apply the net proceeds from 
such sale to the purchase, at their par value of $25.00 
per share, of the maximum number of shares of 
Brockton common stock (‘Brockton Stock’’) so 
purchasable, rounded to the next higher integral 
multiple of 1,000, up to a maximum of 475,000 shares or 
a maximum aggregate par value of $11,875,000. To the 
extent that the net proceeds to EUA are less than the 
amount required for the purchase of the Brockton 
Stock, the deficiency will be supplied from EUA’s 
treasury. EUA proposes to pledge the Brockton Stock 
to The First National Bank of Boston as Trustee under 
EUA’s Indenture and Deed of Trust dated as of October 
1, 1953, as supplemented, securing EUA’s Collateral 
Trust Bonds. 


Brockton proposes to issue and sell the Brockton Stock 
at par to EUA and to apply the proceeds to the 
purchase, at their par value of $100.00 per share, of the 
maximum number of shares of Montaup common stock 
(‘‘Montaup Stock’’) so purchasable, rounded to the 
next higher integral multiple of 1,000, up to a maximum 
of 119,000 shares or a maximum aggregate par value of 
$11,900,000. To the extent that the proceeds to 
Brockton are less than the amount required for the 
purchase of the Montaup Stock, the deficiency will be 
supplied from Brockton’s treasury. Brockton proposes 
to pledge the Montaup Stock to State Street Bank and 
Trust Company under Brockton’s Identure of First 
Mortgage and Deed of Trust dated as of September 1, 
1948, as supplemented and modified, securing 
Brockton’s First Mortgage and Collateral Trust Bonds. 


Montaup proposes to issue and sell the Montaup Stock 
at par to Brockton and to apply the proceeds to reduce 
its outstanding short-term debt to banks. At the time of 
the sale of the Montaup Stock it is expected that 
Montaup will have approximately $20,000,000 in 
outstanding short-term debt to banks. 


It is stated that the Department of Public Utilities of the 
Commonwealth of Massachusetts has jurisdiction over 
various aspects of the proposed transactions, that the 
Public Utilities Control Authority of the State of 
Connecticut will be asked to waive any jurisdiction it 
might have over the proposed transactions and that no 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. Fees and expenses to be 
incurred in connection with the proposed transactions 
will be filed by amendment. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than May 2, 1977, request in writing that 
a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 





thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules a provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19974/April 5, 1977 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 19605 


(70-5982) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


Metropolitan Edison Copany (‘’Med-Ed’’), an electric 
subsidiary company of General Public Utilities Cor- 
poration, a registered holding company, has filed an 
application with this Commission pursuant to Section 
6(b) of the Public Utility Holding Company Act of 1935 
(“‘Act’’), regarding the following proposed transaction. 


Met-Ed requests that, for the period commencing on 
the date of any order granting this application, and 
ending December 31, 1977, it be permitted from time to 
time to issue or renew notes, of a maturity of nine 
months or less, evidencing short-term bank borrowings 
provided that the aggregate principal amount of such 
notes to be outstanding at any one time shall not 
exceed the lesser of (A) $89,000,000, or (B) 10% of the 


sum of (i) the principal amount of Met-Ed’s outstanding 
first mortgage bonds and debentures, (ii), the par value 
of Met. Ed’s outstanding preferred stock, (iii) the par 
value of Met-Ed’s outstanding common stock, and (iv) 
the capital surplus of Met-Ed. Said aggregate principal 
amount shall be reduced by the net proceeds, if any, 
received by Met-Ed during 1977 from the transfers of 
ownership interest in certain nuclear generating stations 
as described in the separate application docketed in File 
No. 70-5951. If such proposed transfers are consumat- 
ed, Met-Ed expects that such short-term bank 
borrowings would not exceed approximately 
$51,000,000. 


The new notes will bear interest at the prime rate, which 
may be the floating rate of the lending bank, for 
commercial borrowing at the date of issue of such note, 
will mature not more than nine months from the date of 
issue, will be prepayable at any time without premium, 
and will not be issued as a part of a public offering. 
Although no commitments or agreements for such 
borrowings have been made, Met-Ed expects that, as 
and to the extent that its cash needs require, 
borrowings will be effected from among 36 designated 
banks. 


It is stated that the banks generally require com- 
pensating balances ranging from a minimum of 10% of 
the line of credit to a maximum of 10% of the line plus 
10% of the loan outstanding. Assuming a 6% % prime 
rate and a 20% compensating balance, the effective 
interest rate to be paid by Met-Ed is 7.81%. 


Met-Ed proposes to utilize the proceeds of the proposed 
borrowings to provide funds for its short-term working 
capital requirements, including repayment of other 
short-term borrowings, and to provide a temporary 
source of funds for construction expenditures. 


It is stated the Met-Ed’s expenses incident to the 
proposed transaction are estimated at $9,500, including 
legal fees of $7,000. No state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 
19928), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said appli- 
cation be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
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of the Act and rules thereunder, that said application 
be, and it hereby is, granted forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that certificates thereunder shall 
be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19975/April 6, 1977 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5984) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Ohio Power Company (“Ohio”), an electric utility 
subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed 
an application and amendments thereto with this 
Commission pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and Rule 
50 promulgated thereunder regarding the following 
proposed transaction. 


Ohio proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $40,000,000 principal amount of First 
Mortgage Bonds, due 2007. The interest rate (which will 
be expressed in a multiple of 1/8 of 1%) and the price to 
be paid to Ohio for the Bonds (which shall not be less 
than 100% unless Ohio shall authorize a lower 
percentage not less than 99%, and shall not exceed 
102.75%) will be determined by competitive bidding. 
The terms of the Bonds preclude Ohio from redeeming 
any such Bonds prior to April 1, 1982, if such 
redemption is for the purpose of refunding such Bonds 
will be issued under and secured by the Mortgage and 
Deed of Trust, dated as of October 1, 1938, to 
Manufacturers Hanover Trust Company and Donald B. 
Herterich, Trustees, and a new Indenture Supplemental 
thereto which will be dated as of the first day of the 
month in which the Bonds are to be issued. 
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The proceeds realized from the sale of the Bonds are to 
be used to retire unsecured short-term debt of Ohio, 
much of which will have been incurred in connection 
with the maturity of $40,000,000 principal amount of 
Ohio’s First Mortgage Bonds, 6-112 % series due April 
1, 1977. As of February 10, 1977, there were notes 
payable to banks in the amount of $29,831,000; and it is 
expected that Ohio will have short-term debt out- 
standing not to exceed $100,000,000 at the time of the 
issue and sale of the Bonds. 


The estimated cost of Ohio’s construction program for 
1977 is approximately $195,000,000, exclusive of con- 
struction costs in connection with the completion of the 
General James M. Gavin Plant by Ohio’s wholly owned 
subsidiary, Ohio Electric Company. 


The fees and expenses to be incurred by Ohio in 
connection with the proposed transaction are $153,270 
including legal fees of $32,500. Fees of counsel for the 
underwriters, to be paid by the successful! bidders, are 
$17,500. The Public Utilities Commission of Ohio has 
authorized the proposed transaction. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19925), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rules 
24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 465/ April 1, 1977 


The Securities and Exchange Commission has issued a 
notice giving interested persons until April 18, 1977 to 





request a hearing on and application by Maryland 
National Bank pursuant to Section 310(b) (1) (ii) of the 
Trust Indenture Act of 1939 declaring that the trustee- 
ship of that Bank under three pollution control 
indentures is not so likely to involve a material conflict 
of interest as to make it necessary to disqualify 
Maryland National Bank from acting as trustee. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9704/April 1, 1977 


In the Matter of 


THE MUTUAL LIFE INSURANCE COMPANY OF 
NEW YORK 


and 


THE MONY VARIABLE ACCOUNT-A 
1740 Broadway 
New York, New York 10019 


(812-3910) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 22(e), 
27(c)(1) AND 27(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that The Mutual Life 
Insurance Company of New York (“MONY"’), a New 
York mutual life insurance company, and MONY 
Variable Account-A (‘“VA-A’’), a separate account of 
MONY registered under the Investment Company Act 
of 1940 (‘‘Act’’) as an open-end diversified management 
investment company, (hereinafter collectively referred 
to as ‘‘Applicants’’), filed an application on February 9, 
1976 and amendments thereto on February 4, and 
March 31, 1977, pursuant to Section 6(c) of the Act for 
an order exempting Applicants from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance by Applicants 
with certain provisions of the Education Code of the 
State of Texas. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations therein which are summarized 
below. 


Mony established VA-A in 1968, pursuant to the 
provisions of Section 227 of the New York Insurance 


Law, for the purpose of providing an investment 
medium for certain variable annuity contracts. The 
application considers only VA-A’s Individual Multiple 
Payment and Group Tax-Deferred Variable Annuity 
Contracts (“Contracts”) which are eligible for federal 
tax-deferred treatment under Section 403(b) of the 
Internal Revenue Code of 1954, as amended. MONY, 
which acts as the principal underwriter of the variable 
annuity contracts participating in VA-A, is a registered 
broker-dealer under the Securities Exchange Act of 
1934 and is a member of the National Association of 
Securities Dealers, Inc. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘‘Program’”’), codified as Sub- 
chapter G of Chapter 51 of the Texas Education Code. 
The statute provides as the funding media for the 
Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made 
two amendments in the Program legislation, which 
amendments became effective on June 14, 1973. The 
statutory definition of the Program was amended to 
provide that the benefits of such annuities are to be 
available only upon termination of employment in the 
Texas public institutions of higher education, retire- 
ment, death or total disability of the participant. The 
other amendment added a new Section 51.358 to Sub- 
chapter G which also provides that the benefits of such 
annuities will be available only if the participant dies, 
terminates his employment due to total disability, 
accepts retirement, or terminates employment in the 
Texas public institutions of higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System (’’Sys- 
tem’’) requested the opinion of the Attorney General of 
Texas with respect to several questions concerning 
such amendments. The Attorney General rendered an 
opinion dated February 18, 1975, in response to the 
System’s letter. The Attorney General interpreted 
Section 51.358 to prohibit provisions in a variable 
annuity contract issued in connection with the Program 
on or after June 14, 1973, which provide for making 
available the redemption value of such contract prior to 
the occurrence of one of the conditions specified in the 
statute, i.e., termination of employment, retirement, 
death or total disability. Moreover, the opinion further 
stated that the prohibitions of Section 51.358 were 
impliedly in effect upon the establishment of the 
Program (in 1967) and the notwithstanding any 
language which may be contained in existing contracts, 
a participant in the Program has never had the right to 
redeem his annuity contract otherwise than _ in 
accordance with the limitations described above. The 
opinion did not affect the right of a participant to 
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transfer the redemption value of his annuity contract 
from one carrier to another; accordingly, the granting of 
the relief requested in the application would not affect 
such right. 


Sections 27\c) (1), 22(e) and 27d) 


Section 27(c)(1) of the Act makes it unlawful for any 
registered investment company issuing periodic pay- 
ment plan certificates, or for any depositor of or under- 
writer for such company, to sell any such certificate 
unless such certificate is a redeemable security. Section 
2(a)(32) of the Act defines ‘‘redeemable security’ to 
mean any security under the terms of which the holder 
upon its presentation to the issuer or to a person 
designated by the issuer is entitled to receive 
aproximately his proportionate share of the issuer's 
current net assets, or the cash equivalent thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic pay- 
ment plan certificates, or for any depositor of or under- 
writer for such company, to sell any such certificate 
unless the certificate provides that the holder thereof 
may surrender the certificate at any time within the first 
eighteen months after the issuance of the certificate 
and receive in payment thereof, in cash, the sum of (1) 
the value of his account, and (2) an amount, from such 
underwriter or depositor, equal to that part of the 
excess paid for sales loading which is over 15 per 
centum of the gross payments made by the certificate 
holder. 


Applicants request exemptions from the provisions of 
Sections 22(e), 27(c){1) and 27(d) of the Act to the 
extent necessary to permit compliance with Section 
51.358 as it pertains to (i) redemption values under 
Contracts issued to participants in the Program 
subsequent to the date of such exemptive order and (ii) 
redemption values under Contracts issued prior thereto 
but attributable to payments made subsequent to the 
date of such order. 


Applicants asserts that if such exemptions are not 
granted, persons participating in the Program effec- 
tively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of two 
funding media (the other being fixed annuity contracts) 
specifically provided in the Texas statute for such 
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purpose. Additionally, participants will be unable to 
obtain the State’s matching contributions for the 
purchase of an equity-based retirement vehicle. In this 
respect, the Attorney General's opinion indicated that 
these matching contributions will encourage partici- 
pation in the retirement plan but that unrestricted 
withdrawals prior to retirement might be detrimental to 
an effective retirement vehicle. In view of the foregoing, 
Applicants assert that the Comimission should grant the 
requested exemptions because: (1) the limited restric- 
tion on redemption would be voluntarily assumed by 
participants, i.e., eligible employees are not required to 
participate in the Program; (2) the restrictions were not 
formulated nor suggested by Applicants; and (3) 
participants’ relinquishment of the full right of 
redemption is a reasonable requirement in exchange for 
the benefits bestowed by the matching contributions of 
the State of Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under Contracts to be 
issued to them. This disclosure will take the form of an 
appropriate reference in each Prospectus to the 
restrictions on redemption of these Contracts, as well as 
requiring each participant, as a part of the deter- 
mination that the sale of these Contracts is suitable for 
that participant, to sign a statement indicating that he/ 
she is aware that these restrictions will be placed on his/ 
her Contract when it is issued. In addition, Applicants 
will review all sales literature that is to be used in 
conjunction with the sales of these contracts for the 
existence of material representations that are inconsis- 
tent with the restrictions to be placed on these 
contracts and will instruct the salespeople involved in 
soliciting in this market specifically to bring this 
ressriction to the attention of the potential participants. 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions 
of the Act and Rules promulgated thereunder if and to 
the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1977, at 5:30 p.m. submit 
to the Commissicn in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
communication should be addressed: Secretary, Sec- 
urities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served 





personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 
the case of an attorney at law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following April 26, 1977, unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9705/April 1, 1977 


In the Matter of 


LUTHERAN BROTHERHOOD FUND, INC. 

LUTHERAN BROTHERHOOD INCOME FUND, 
INC. 

LUTHERAN BROTHERHOOD U.S. GOVERNMENT 
SECURITIES FUND, INC. 

LUTHERAN BROTHERHOOD MUNICIPAL BOND 
FUND, IMC. 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


and 


LUTHERAN BROTHERHOOD SECURITIES CORP. 
701 Second Avenue South 
Minneapolis, Minnesota 55402 


(812-4074) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
TO PERMIT CERTAIN OFFERS OF EXCHANGE AND 
SECTION 6(c) OF THE ACT TO EXEMPT CERTAIN 
TRANSACTIONS FROM THE PROVISIONS OF SEC- 
TION 22(d) OF THE ACT AND RULE 22d-1 THERE- 
UNDER 


Lutheran Brotherhood Fund, Inc. (‘Stock Fund’), 
Lutheran Brotherhood Income Fund, Inc. (‘‘Income 
Fund’), Lutheran Brotherhood U.S. Government 
Securities Fund, Inc. (“Government Fund’), and 


Lutheran Brotherhood Municipal Bond Fund, Inc. 
(‘Municipal Fund’’), each of which is registered with 
the Commission as an open-end, diversified, manage- 
ment investment company under the Investment 
Company Act of 1940 (‘‘Act’’), and Lutheran Brother- 
hood Securities Corp. (collectively referred to with the 
above mentioned funds (‘Funds’) as ‘‘Applicants’’), 
filed an application on December 29, 1976, for orders 
pursuant to: (i) Section 11(a) of the Act 1) to permit 
Muncipal Fund to offer to shareholders who purchased 
shares of Municipal Fund at a reduced sales load during 
a Special Offering Period to exchange those shares for 
shares of Stock Fund, Income Fund or Government 
Fund and pay the difference between the Special 
Offering sales charge previously paid and the sales 
charge described in the current prospectus of the ex- 
changing Fund, and b) to permit Government Fund to 
offer to allow shareholders who purchased shares of 
Government Fund at a reduced sales load during a 
Special Offering Period to exchange those shares for 
shares of Municipal Fund as well as Income or Stock 
Fund and pay the difference between the Special 
Offering sales charge previously paid and the sales 
charge described in the current prospectus of the 
exchanging Fund; (ii) Section 6(c) of the Act to exempt 
Applicants from the provisions of Section 22(d) of the 
Act and Rule 22d-1 thereunder in connection with such 
exchanges; and (iii) Section 6(c) of the Act to exempt 
Applicants from the provisions of Section 22(d) of the 
Act and the rules and regulations thereunder to the 
extent necessary to permit the reduction of sales loads 
where proceeds of certain insurance products are used 
to purchase shares of the Funds under described 
circumstances. 


On March 2, 1977, a notice (Investment Company Act 
Release No. 9662) was issued of the filing of said appli- 
cation. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate and in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT IS ORDERED, pursuant to Section 11(a) of the Act, 
that the proposed exchange offers be and hereby are 
approved, effective forthwith, and 


IT 1S FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from 
Section 22(d) of the Act and Rule 22d-1 thereunder, to 
the extent requested, be and hereby is granted, 
effective forthwith. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9706/April 4, 1977 


In the Matter of 


AETNA VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


and 

AETNA VARIABLE ANNUITY ACCOUNT B 
and 

AETNA VARIABLE ANNUITY ACCOUNT C 
and 

AETNA VARIABLE ANNUITY ACCOUNT E 
151 Farmington Avenue 


Hartford, CT 06156 


(812-3820) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT FOR AN ORDER APPROVING 
OFFERS OF EXCHANGE AND PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 27 (a) (3) 


NOTICE IS HEREBY GIVEN that Variable Annuity 
Account B of AEtna Variable Annuity Life Insurance 
Company (“Account B’’), Variable Annuity Account C 
of AEtna Variable Annuity Life Insurance Company 
(“Account C’’) and Variable Annuity Account E of 


AEtna Variable Annuity Life Insurance Company 
(“Account E’”’), which are separate accounts of AEtna 
Variable Annuity Life Insurance Company (‘‘AEtna 
Variable” or the ‘‘Company’’) registered under the 
Investment Company Act of 1940 (‘‘Act’’) as unit 
investment trusts, and AEtna Variable, a Connecticut 
life insurance company which serves as depositor for 
Accounts B, C and E (hereinafter collectively referred to 
as ‘‘Applicants’’) filed an application on June 12, 1975 
and amendments thereto on February 3, 1976 and 
March 30, 1977 pursuant to Section 11 of the Act for an 
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order approving certain offers of exchange and 
pursuant to Section 6(c) of the Act for an order granting 
an exemption from Section 27(a) (3) of the Act. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions contained therein which are summarized below 


Among the variable annuity contracts offered by AEtna 
Variable are Group Variable Retirement Annuity 
Contracts, Group Unit Purchase Variable Annuity 
Contracts, and Group Variable Fund Retirement 
Contracts (‘‘Group Contracts’’). Group Variable Retire- 
ment Annuity Contracts participate in Account C and 
are designed to fund the benefits provided under 
annuity purchase plans adopted by public school 
systems and certain tax-exempt organizations for their 
employees which qualify for tax-deferred treatment 
under Section 403(b) of the Internal Revenue Code 
(“Code”). Group Unit Purchase Variable Annuity 
Contracts participate in Account B and Group Variable 
Fund Retirement Contracts participate in Account E; 
these are designed for deferred compensation plans 
which are not entitled to tax-preferred treatment under 
sub-chapter D of the Code. 


Under the Group Contracts, the deductions made from 
each purchase payment include a deduction for sales 
and administrative expenses. The deduction for such 
expenses is 7% of the total purchase payment in the 
case of a Group Variable Retirement Annuity Contract 
and 6% of the balance of the purchase payment, after 
any applicable charges for premium taxes or insurance 
riders, in the case of a Group Unit Purchase Variable 
Annuity Contract or a Group Variable Fund Retirement 
Contract. 


Applicants state that from time to time AEtna Variable 
receives a Transferred Amount under a Group Contract, 
which is a specified amount of $5,000 or more 
accumulated under a previously established plan and 
transferred to AEtna Variable either in a lump sum or in 
scheduled installments over a period not exceeding one 
year. Hereafter, Applicants propose to issue separate 
Group Contracts for Transferred Amounts, whenever 
the total charges under such contracts would be less 
than the total charges currently applicable under the 
relevant Group Contract. The deductions for sales and 
administrative expenses under the Group Contracts 
which Applicants propose to use for Transferred 
Amounts would consist of a transaction fee of $75 per 
participant or such lesser pro-rata amount per 
participant as would produce a maximum fee of $1,000, 
and a percentage deduction from the balance (after 
deduction of the transaction fee and any applicable 
charges for premium taxes.and insurance riders), as 
follows: 





Balance 


First $ 100,000 
Next $ 100,000 
Next 300,000 
Next $ 500,000 
Next $4,000,000 
Remainder 


Deduction 


5% 
3% 
2% 
1% 
5% 
.25% 


Applicants state that whenever a Transferred Amount is 
to be received in scheduled installments, the deductions 
for sales and administrative expenses applicable to the 
total Transferred Amount would be determined in 
advance and deducted proportionately from the 
successive installments. Applicants further represent 
that amounts already held by AEtna Variable pursuant 
to other funding arrangements cannot be transferred to 
the Group Contracts used for Transferred Amounts. 


Applicants assert that the liquidation of assets by a 
tax-benefited plan and the transfer of cash proceeds to 
AEtna Variable as a Transferred Amount would, if done 
properly and timely, not result in any taxable event for 
the plan or participants, and would not cause termina- 
tion and require the extablishment of a new plan. 
Applicants represent that when an application to apply 
plan assets under a Transferred Amount provision is 
submitted, AEtna Variable will administratively take all 
steps possible to assure that there is no loss of 
continuity from a tax standpoint. Applicants also 
represent that AEtna Variable provides Group Contract 
owners with full disclosure of the possible tax 
ramifications of transfers. 


Applicants assert that the economies contemplated in 
the exemption provided by Rule 22d-3 under Section 
22(d) of the Act are available with respect to a 
Transferred Amount and have therefore concluded not 
to seek exemption from Section 22(d). 


Section 27 (a) (3). 


Section 27 (a) (3) of the Act provides that no registered 
investment company issuing periodic payment plan 
certificates and no depositor of or underwriter for such 
company may sell any such certificate if the amount of 
sales load deducted from any one of the first twelve 
monthly payments exceeds proportionately the amount 
deducted from any other such payment, or if the 
amount deducted from any subsequent payment 
exceeds proportionately the amount deducted from any 
other subsequent payment... 


Rule 27a-2 under the Act exempts a registered separate 
account, and any depositor of or underwriter for such 
account, from Section 27 (a) (3) if the proportionate 
amount of sales load deducted from any payment 
during the contract period does not exceed the propor- 
tionate amount deducted from any prior payment 
during the contract period. 


Applicants state that whenever a Group Contract is 
issued for a Transferred Amount, the proportionate 
amount of a deduction for sales and administrative 
expenses from a subsequent periodic purchase pay- 
ment under a separate Group Contract issued in 
connection with the same plan would exceed the 


proportionate amount deducted from a Transferred 
Amount. 


Applicants represent that the deduction for sales and 
administrative expenses contained in the Transferred 
Amount provision represents their determination of the 
appropriate charge to be made in connection with any 
such payment; that they believe that economies of scale 
in sales and administrative effort will be achieved to an 
extent justifying the lower deduction for sales and 
administrative expenses; and, that under such circum- 
stances, no purpose would be served by subjecting a 
substantial purchase payment attributable to funds 
accumulated under a pre-existing plan to the higher 
charge for sales and administrative expenses applicable 
to regular periodic purchase payments. 


Applicants represent further that, since the deductions 
for sales expenses under the group Contracts will not 
exceed the statutory limitation of 9% and do not involve 
a front-end load arrangement, they will not lead to the 
abuses intended to be curbed by Section 27(a). 
Furthermore, Applicants assert that the circumstances 
in which the lower charge for sales and administrative 
expenses are applicable are sufficiently distinct to 
render unlikely the possibility that any person will be 
misled or confused. 


Applicants assert that Section 27(a) (3) should not be 
deemed applicable in these circumstances and that no 
exemption from Section 27 (a) (3) is necessary because 
the respective Group Contracts could be viewed as 
separate securities. However, to avoid any question on 
the matter, Applicants request an exemption from 
Section 27 (a) (3) of the Act to the extent deemed 
necessary to permit the reduced deductions for sales 
and administrative expenses under the Group Contracts 
described herein. 


Section 6(c) 


Section 6 (c) of the Act authorizes the Commission by 
order upon application to exempt any person, security 
or transaction or any class or classes of persons, 
securities or transactions, from any provisions of the 
Act and rules thereunder if such exemption is necessary 
or appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Section 17 


Section 11(a) of the Act makes it unlawful for any 


SEC DOCKET/2205 





registered open-end investment company or principal 
underwriter therefor to make an offer to the holder of a 
security of such company or of any other open-end 
investment company to exchange his security for a 
security in the same or another such company on any 
basis other than the relative net asset values of the 
respective securities to be exchanged, unless the terms 
of the offer have first been submitted to and approved 
by the Commission. Section 11 (c) provides that, 
irrespective of the basis of exchange, the provisions of 
section 11 (a) shall be applicable to any type of offer of 
exchange of the securities of registered unit investment 
trusts for the securities of any other investment 
company. 


Applicants anticipate that in some situations a payment 
in accordance with the Transferred Amount provision 
may be derived from funds previously invested in 
securities of other investment companies. Applicants 
represent that the sale of a Group Contract involves a 
sophisticated master applicant (usually an employer); 
and that AEtna Variable has procedures upon 
submission of a Transferred Amount application to 
minimize inappropriate switching of investments when- 
ever the transfer would result in the liquidation of a 
variable annuity contract or policy of another insurance 
company and, that AEtna Variable is in the process of 
extending such procedures to any situation which 
would involve a transfer to AEtna Variable of the 
redemption proceeds of a prior investment in invest- 
ment company shares. 


Applicants assert that such transaction should not be 
viewed as involving an offer of exchange by Applicants 
intended to be covered by Section 11 since Applicants 
will not accept a payment in the form of securities of 
other investment companies, will not process the 
conversion of securities of other investment companies 
held by the contract owner into cash to permit 
application of the proceeds as a purchase payment, and 
will not make arrangements with the issuers or under- 
writers of any investment company securities held by 
the contract-owner to facilitate the owner’s change in 
investment. Applicants represent that, since any such 
change in investment will be made unilaterally by a 
contract-owner, Applicants will be neither effecting an 
exchange of investment company securities nor making 
an offer to exchange. However, in order to avoid any 
question being raised as to the possible application of 
Section 11, Applicants request an order pursuant to 
Section 11 approving the offering of its Group 
Contracts with the Transferred Amount provision. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 28, 1977 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the 
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issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commisison shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. Proof 
of service (by affidavit or in the case of an attorney at 
law by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following April 28, 1977 unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9707/April 4, 1977 


In the Matter of 


EQUITABLE VARIABLE LIFE INSURANCE COM- 
PANY 


and 


SEPARATE ACCOUNT | OF EQUITABLE VARI- 
ABLE LIFE INSURANCE COMPANY 


and 


THE EQUITABLE LIFE ASSURANCE SOCIETY OF 
THE UNITED STATES 

1285 Avenue of the Americas 

New York, New York 10019 


(812)-4113) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
27(f) OF THE ACT AND RULES 27f-1, 27d-1 AND 27d-2 
THEREUNDER 


NOTICE IS HEREBY GIVEN that Equitable Variable Life 





Insurance Company (‘‘EVLICO”’), a New York stock life 
insurance company, Separate Account | of EVLICO 
(“Account”), an open-end diversified management 
investment company registered under the Investment 
Company Act of 1940 (‘‘Act’’), and The Equitable Life 
Assurance Society of the United States (‘’Equitable’’), a 
New York mutual life insurance company which is the 
parent of EVLICO (hereinafter collectively referred to as 
“Applicants’’), filed an application on March 29, 1977 
pursuant to Section 6(c) of the Act for an order of 
exemption from Section 27(f) of the Act and Rules 
27f-1, 27d-1 and 27d-2 thereunder in connection with 
the issuance of EVLICO variable life insurance contracts 
in exchange for certain fixed life insurance policies 
issued by Equitable. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein 
which are summarized below. 


The Account is a separate investment account to which 
assets are allocated from time to time to support 
benefits payable under EVLICO’s variable life insurance 
contracts. For purposes of the Act, the Account is 
deemed to be an issuer of periodic payment plan 
certificates, and EVLICO also may be deemed to be an 
issuer of periodic payment plan certificates. Equitable 
and EVLICO are the investment advisers and principal 
underwriters of the Account. 


Two types of variable life insurance contracts providing 


for the allocation of assets to the Account have been 
registered under the Securities Act of 1933, and 
EVLICO has commenced selling the contracts in certain 
states. In connection with the sale of the contracts, 
Applicants applied for and were granted certain 
exemptions from requirements of the Act. See 
Investment Company Act Release No. 8992 (October 
16, 1975) (File No. 812-3824). 


Applicants anticipate that owners of Equitable fixed life 
insurance policies may wish to obtain EVLICO variable 
life insurance contracts, a product that may not have 
been available at the time of their purchase or which 
may be, because of changes in their circumstances, 
better suited to their needs. For this purpose EVLICO 
and Equitable have agreed that certain Equitable 
permanent fixed life insurance policies may be 
exchanged for the Variable Whole Life Insurance 
contract issued by EVLICO (“VLI contract”’). 


Applicants state that the exchange privilege to owners 
of the fixed policies will have the features and 
characteristics described in the application and sum- 
marized below. The VLI contract will have premiums 
based on the same issue.age and classification of risk as 
the fixed policy, with the face amount (and death 
benefit at the time of exchange) generally equal to the 
face amount of the fixed policy. The exchange will be 
subject to appropriate adjustment with the exchanging 


policyowner that will recognize the respective cash 
value levels of the fixed policies and the VLI contracts. 


Sales and administrative costs incurred by EVLICO 
under a VLI contract issued on exchange will be less 
than those incurred under a new purchase of a VLI 
contract and EVLICO will reduce the corresponding 
charges to the exchanging policyowner. The agent, 
who will have received commissions under the fixed 
policy prior to exchange, will receive commissions only 
on future premiums paid under the VLI contract at the 
commission level based on the VLI contract duration as 
measured from the register date of the fixed policy. 
No sales commission will be payable on the cash value 
transferred from the fixed policy and applied under the 
VLI contract at exchange and, therefore, no sales load 
charge will be made. The sales load percentage charged 
on premiums paid under the VLI contract after 
exchange will be at the level applicable to the VLI 
contract duration as measured from the register date of 
the fixed policy. In most cases EVLICO will not ask for 
evidence of insurability at exchange and, therefore, the 
exchanging policyowner will not be charged for the 
usual first year administrative charge deducted from 
premiums. EVLICO will absorb any state premium tax 
due in connection with an exchange. 


The exchanging policyowner will receive from EVLICO a 
basic amount equal to the difference between (a) the 
tabular cash value of the fixed policy and (b) 103% of 
the tabular cash value of the VLI contract, if positive, 
and will pay to EVLICO such difference, if negative. The 
3% charge is designed to cover, on an average basis, 
(a) the accumulated amount of risk charge not collected 
prior to exchange for the minimum death benefit 
guarantee and (b) the accumulated amount of charges 
not collected prior to exchange for mortality and 
expense risks and other contingencies. A risk charge for 
the minimum death benefit guarantee, at the rate of 
0.4% of the tabular cash value applied under the VLI 
contract issued on exchange is at the same rate and for 
the same purpose as the risk charge deducted from a 
VLI contract premium under a new purchase. Appli- 
cants state that this charge is made in order to make up 
for the insufficiency in the risk charge which the ex- 
changing contractowner will be charged by EVLICO 
during the years after the exchange, which results from 
the fact that the 0.4% rate of charge in the years after 
exchange will be applied to a premium paid which is 
based on the exchanging contractowner’s original issue 
age rather than his attained age at the time of 
exchange. A charge for mortality and expense risks and 
other contingencies, at the rate of 2.6% of the tabular 
cash value applied under the VLI contract issued on 
exchange is for the same purpose as the 0.5% annual 
charge made against the Account’s assets for EVLICO’s 
assumption of mortality and expense risks and other 
contingencies. Exchanging policyowners enter the pool 
at older ages than those on which the contract 
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premiums are based. Applicants claim that EVLICO 
requires this charge on exchange to take account of the 
fact that prior to exchange the Account held no assets 
relating to the VLI contract against which the annual 
charge could have been levied, and under the pooling of 
mortality risk principle such charge is not intended to 
cover such risks and other contingencies on a 
year-to-year basis, but rather is intended to cover such 
risks and other contingencies on an aggregate basis 
over the lifetime of all insureds covered by VLI 
contracts. Applicants further state that after an 
exchange the annual charge for mortality and expense 
risks and other contingencies against the Account’s 
assets under the VLI contract will be lower than 
anticipated in setting the VLI contract premium 
structure because the cash value (and assets supporting 
contract reserves) at exchange will be based on a VLI 
contract with the death benefit equal to the face 
amount. 


If an exchange takes place. between policy anniversaries 
the exchanging policyowner will be charged for the 
difference at exchange between the actual cash value 
and the tabular cash value of the VLI contract, if 
positive, and will receive credit for such difference, if 
negative. The exchanging policyowner will receive 
credit for the cash value of all dividend credits in effect 
under the fixed policy at exchange. If there is an 
outstanding loan under the fixed policy being exchang- 
ed which the policyowner elects to carry over to the VLI 
contract, the policyowner will pay, if necessary, an 
amount so that the indebtedness carried over from the 
fixed policy will be no more than 75% of the cash value 
of the VLI contract. 


The exchange adjustments will be calculated based on 
the Separate Account Index, as defined in the VLI 
contract, next computed after all written requirements 
for the exchange are received at EVLICO’s Administra- 
tive Office. Where a collection from the exchanging 
policyowner is required, EVLICO will ‘freeze’ the 
exchange amount for a period of up to ten days to 
provide sufficient time for remittance of payment. The 
exchange will be effected as of the date payment of any 
exchange amount is received by EVLICO. 


Any amount owing to the exchanging policyowner by 
EVLICO on exchange will be paid by an EVLICO check 
payable to such policyowner and will be delivered with 
the VLI contract. Any amount owing to EVLICO by 
such policyowner will be received by the agent unless 
payment is mailed to EVLICO. All such payments must 
be by check made payable to EVLICO. The agent will be 
required promptly to transmit to EVLICO checks 
received from the policyowner and to keep a record of 
checks received. 


Each of EVLICO’s and Equitable’s officers, employees 
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and commission agents is covered under a general 
blanket bond of $1 million with a $50,000 deductible 
clause. The operations of both Equitable and EVLICO, 
including receipt and processing of amounts paid under 
their life insurance policies or contracts are regulated by 
the New York Insurance Department and under New 
York Insurance Law EVLICO may not abandon the 
obligations to VLI contractowners until they have been 
fully discharged. 


Under the right of withdrawal provision of the VLI 
contract issued on exchange the contractowner may 
elect to return the VLI contract and request either: (1) a 
refund of the sum of the Exchange Amount, as shown 
in the endorsement to the VLI contract, and all 
premiums paid in addition thereto or (2) the reissuance 
of the fixed policy and the reversal of all financial 
adjustments that were made to effect the exchange. 
The notice of right of withdrawal form will be so 
modified. Equitable and EVLICO will each undertake to 
guarantee the performance of all obligations of the 
other to refund amounts to exchanging contractowners 
who have exercised the right of withdrawal and 
Equitable will undertake to reissue fixed policies to such 
contractowners who request such reissuance pursuant 
to the withdrawal of right. Except as noted in the 
application, the notice of right of withdrawal period and 
procedures will be the same as for VLI contracts issued 
as a new purchase. 


Rules 63-2 and 6c-3 under Sections 6(e) and 6(c), 
respectively, of the Act, exempt certain variable life 
insurance separate accounts and their investment 
advisers and principal underwriters from specified 
sections of the Act and rules thereunder. Applicants 
submit that pursuant to Rule 6c-3 the Account, as a 
registered investment company under the Act which 
meets the requirements of paragraph (a) of Rule 6e-2, 
and EVLICO and Equitable as investment advisers and 
principal underwriters of the Account, are exempt from 
the provisions of the Act and rules thereunder specified 
in Rule 6e-2(b), except the registration requirements, 
under the same conditions as a separate account 
claiming exemptions under Rule 6e-2. 


Applicants claim that generally the proposed issuance 
of EVLICO variable life insurance contracts in exchange 
for fixed policies of Equitable falls within the exemptions 
from those sections of the Act specified in rule 6e-2(b) 
which would otherwise be applicable thereto. To the 
extent that such proposed issuance of EVLICO variable 
life insurance contracts does not come within such 


exemptions, Applicants seek the exemptions requested 
herein. 


Section 22(d) of the Act, in pertinent part, makes it 
unlawful for a registered investment company, its 
principal underwriter and dealers to sell its redeemable 
securities except at a current public offering price 





described in the company’s prospectus. Rule 22c-1, in 
pertinent part, makes it unlawful for a registered 
investment company, its principal underwriter, and 
dealers to sell its redeemable securities except at a price 
based on the current net asset value which is next 
computed after receipt of an order to purchase. 


Section 27 (c) (2), in pertinent part, prohibits a 
registered investment company, or a depositor or 
underwriter for such company, from selling periodic 
payment plan certificates unless the proceeds of all 
payments (other than sales load) are deposited under 
and are held pursuant to an indenture or agreement 
with a trustee or custodian as prescribed in Section 
26(a). Applicants claim that the issuance of the VLI 
contracts in exchange for fixed policies issued by 
Equitable are within the exemptions from Section 22(d) 
and Rule 22c-1 promulgated under Section 22(c) and 
Section 27 (c) (2), to the extent provided in paragraphs 
(b) (12) (ii) and (b) (13) (iii) of Rule 6e-2. 


Section 27 (f) and Rule 27f-1 


Section 27(f), in pertinent part, provides that a periodic 
payment plan certificateholder may surrender his 
certificate and receive payment of the sum of the value 
of his account and an amount equal to the difference 
between the gross payments made and the net amount 
invested. Rule 27f-1, in pertinent part, sets forth the 
form of notice of withdrawal right. Applicants claim that 
the ‘‘refund”’ of the sum of the Exchange Amount and 
all premiums paid in addition thereto in accordance with 
the right of withdrawal provision of the VLI contract 
issued on exchange is within the exemptions from 
Section 27(f) and Rule 27f-1 to the extent provided in 
Rule 6e-2(b) (13) (viii). 


Applicants request an exemption from Section 27(f) and 
Rule 27f-1 to permit the exchanging contractowner to 
elect, in the exercise of his right of withdrawal, to 
request the reissuance of the fixed policy and the 
reversal of all financial adjustments that were made to 
effect the exchange, and to permit the use of the 
modified notice of right of withdrawal reflecting the 
exchanging contractowner’s rights of withdrawal. 
Applicants submit that it is appropriate to permit such 
election, as the contractowner will be receiving a 
“refund” of what he actually gave up for the VLI 
contract, i.e., his fixed policy. Applicants further submit 
that if he were limited to receiving a cash refund, he 
would, upon cancellation of the VLI contracts, be 
without insurance coverage he might need when he 
may be uninsurable. Even if he could purchase a new 
insurance policy he would have to pay the higher 
premium rates applicable to his then attained age. 
Applicants assert that Form N-271-2 is inappropriate for 
VLI contracts issued in exchange for a fixed policy to 
the extent that the description of the refund of 
payments to be received by the exchanging contract- 


owner deviates from the refund to be received by a 
purchaser of a new VLI contract, and that the proposed 
modified notice of right of withdrawal is consistent with 
forms presently acceptable to the Commission. 


Rules 27d-1 and 27d-2 


Rule 27d-1, in pertinent part, contains the reserve 
requirements applicable to refunds payable to periodic 
payment plan certificateholders who exercise the 
withdrawal right pursuant to Section 27(f). Applicants 
claim that the undertaking by EVLICO and Equitable 
complies with all provisions of Rule 27d-2 and is within 
the exemption granted from Rule 27d-1 to the extent 
provided in Rule 6e-2(b) (13) (vi) and to the extent that 
the undertaking guarantees the performance of the 
obligations of EVLICO and Equitable to refund amounts 
to exchanging contractowners of VLI contracts who 
have exercised the right of withdrawal. 


Applicants request an exemption from Rules 27d-1 and 
27d-2 to permit Equitable to undertake directly the 
obligation to reissue fixed polcies to exchanging 
contractowners who exercise the rights of withdrawal 
and: request such reissuance without establishing a 
reserve in accordance with Rule 27d-1. Applicants 
submit that because EVLICO does not have available a 
fixed life insurance policy for this purpose, it is inappro- 
priate for EVLICO to guarantee Equitable’s obligation to 
reissue such policies in accordance with Rule 27d-2. 
Applicants further assert that Equitable’s direct under- 
taking of such obligation is a procedure which will 
afford complete protection to exchanging contract- 
owners. 


Section 6(c) 


Section 6(c) of the Act, in pertinent part, provides that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any provision 
of the Act, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


Applicants assert that the exemptions requested in this 
application are necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act within the meaning of Section 6(c) 
thereof. 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than April 28, 1977 at 5:30 p.m., submit to 
the Commission in writing a request for hearing on the 
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matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commisison shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an 
attorney at law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following April 28, 1977 unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9708/ April 4, 1977 


In the Matter of 

KEYSTONE CUSTODIAN FUNDS, INC. AS TRUS- 
TEE FOR KEYSTONE CUSTODIAN FUNDS, 
SERIES B-1, B-2, B-4, K-1, K-2, S-1, S-2, S-3 and 
S-4 

THE KEYSTONE COMPANY OF BOSTON 

and 

CORNERSTONE FINANCIAL SERVICES, INC. 

99 High Street 

Boston, Massachusetts 02104 


(812-4103) 

NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
MODIFICATION OF TWO PRIOR ORDERS 

NOTICE IS HEREBY G. /EN that Keystone Custodian 
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Funds, Inc. (‘Keystone’), a Delaware corporation, as 
trustee of each of nine trusts, namely, Keystone 
Custodian Funds, Series B-1, B-2, B-4, K-1, K-2, S-1, 
S-2, S-3 and S-4 (““Funds’’), each registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an open- 
end, diversified management investment company, The 
Keystone Company of Boston (‘‘Keystone-Boston’’), a 
Delaware corporation, and Cornerstone Financial Ser- 
vices, Inc. (‘Cornerstone’), a Delaware corporation, 
(collectively ‘‘Applicants’’), have filed an application for 
an order pursuant to Section 6(c) of the Act, modifying 
two prior orders (Investment Company Act Release 
Nos. 4361 and 7643) of the Commission (the ‘’Prior 
Orders’’), to extend, the time within which shareholder 
approval of the underwriting contracts between 
Keystone and Keystone-Boston, between Keystone and 
Cornerstone and between Keystone and Nomura 
Securities Co., Ltd., must be obtained, from May 1, 
1977, to and including July 15, 1977. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


The Prior Orders exempted Keystone, Keystone-Boston 
and Cornerstone from the provisions of Section 15(b)(1) 
of the Act on condition that the principal underwriting 
contracts between Keystone and Keystone-Boston and 
between Keystone and Cornerstone, and any future 
contracts of the type required by Section 15(b) of the 
Act so entered into, shall continue in effect with respect 
to any of the Funds only so long as the continuance is 
specifically approved at least every three years by either 
written approval of the holders of a majority of the 
outstanding shares of each of the Funds, or by vote of a 
majority of such outstanding shares cast in person or by 
proxy at a meeting called for such purpose. If the 
requested Prior Orders had not been granted, such 
approval would be required annually. The exemption 
was not operative with respect to any approval required 
from and after December 31, 1980. 


The underwriting contracts dated May 1, 1974 between 
Keystone and Keystone-Boston and between Keystone 
and Cornerstone and the underwriting contract dated 
February 1, 1973 relating solely to the sale of Keystone 
Custodian Fund, Series S-4 shares in Japan between 
Keystone and Nomura Securities Co., Ltd. of Tokyo, 
Japan were duly approved by shareholders of the Funds 
on April 16 and 18, 1974 pursuant to the Prior Orders, as 
modified by an order dated March 28, 1974 (Investment 
Company Act Release No. 8283). Substantial changes 
in the ownership of the voting stock of Keystone on 
December 31, 1976 may be deemed to have effected a 
change in the control of Keystone which would be 
treated as an “‘assignment’’ within the meaning of the 
Act of the aforementioned 1974 underwriting contracts 
between Keystone and its wholly-owned subsidiary 
underwriters, Keystone-Boston and Cornerstone. Ac- 
cordingly, the 1974 underwriting contracts were 





replaced with identical new underwriting contracts 
dates December 31, 1976 between the same parties. 
Applicants believe and have been advised by counsel 
that it was not necessary to obtain approval of share- 
holders of the Funds of the 1976 underwriting contracts 
before they were entered into because they believe that 
such contracts were covered by the Prior Orders of the 
Commission as future contracts of the type required by 
Section 15(b) of the Act so entered into. 


Applicants believe that, under the Prior Orders, as 
modified by the order dated March 28, 1974, the current 
requisite shareholder approval of the underwriting 
contracts must be obtained on or before May 1, 1977. 
Applicants state that a number of other matters are also 
being submitted to the shareholders of the Funds, 
including inter alia, a plan to combine two of the Funds 
with a change in the investment objectives of the 
surviving Fund; a change in the investment policy of the 
remaining eight Funds and cognate changes in their 
Trust Agreements; and also certain other changes in the 
Trust Agreements of all of the Funds. Applicants 
believe that, under the circumstances, each of the 
Funds may not receive its requisite shareholder approval 
by May 1, 1977. Applicants further state that failure to 
obtain such approval by May 1, 1977, might make 
future sales of shares impossible and thus have a 
serious adverse effect on Keystone and the Funds. 
Accordingly, Applicants request that the time within 
which such approvals must be obtained be extended 
from May 1, 1977 to and including July 15, 1977. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person or transaction from any provisions 
of the Act if such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 28, 1977, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and issues of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 


orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9709/April 5, 1977 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 
MASSMUTUAL INCOME INVESTORS 


1295 State Street 
Springfield, Massachusetts 01111 


(812-4102) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTIONS 17(b) AND 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual 
Life Insurance Company (“Insurance Company”), a 
mutual life insurance company organized under the 
laws of the Commonwealth of Massachusetts, and 
MassMutual Income Investors, Inc. (‘Fund’), a 
company registered under the Investment Company 
Act of 1940 (the ‘‘Act’’) as a diversified, closed-end, 
management investment company (collectively, ‘Ap- 
plicants”), filed an application on March 7, 1977, and an 
amendment thereto on March 30, 1977, for an order (1) 
pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder permitting the Insurance Company and the 
Fund to purchase $8,000,000 principal amount and 
$2,000,000 principal amount, respectively, of a new 
issue of 9%% 25 year First Mortgage Bonds (‘’Bonds”’) 
of Ohio Electric Company (‘Ohio Electric’’), at 100% of 
the principal amount thereof plus accrued interest, and 
(2) pursuant to Section 17(b) of the Act exempting from 
the provisions of Section 17(a) of the Act the sale by the 
Insurance Company to the Fund of $2,000,000 principal 
amount of the Bonds at 100% of the principal amount 
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thereof plus accrued interest, in the event the Insurance 
Company has purchased the aggregate $10,000,000 
principal amount of such Bonds prior to the Commis- 
sion’s issuance of the requested order pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder 
permitting the joint purchase of the Bonds. All 
interested persons are referred to the application on file 
with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Applicants state that the Insurance Company serves as 
investment adviser to the Fund. They further state that 
Ohio Electric is issuing at direct placement $200,000,000 
aggregate principal amount of the Bonds, described 
above, and that the Insurance Company has been 
offered for purchase $10,000,000 aggregate principal 
amount of the Bonds. According to the application, 
Ohio Electric, a wholly-owned subsidiary of Ohio Power 
Company (‘Ohio Power’), which is a subsidiary of 
American Electric Power Company (‘American Elec- 
tric’’), has represented the purpose of the issue of the 
Bonds to be for the partial repayment of $300,000,000 
of bank debt of Ohio Electric which was incurred in 
financing the construction of the electric generating 
plant which it owns and operates. Applicants state that: 
(1) the Bonds will be secured by a first mortgage lien on 
substantially all property now owned or hereafter 
acquired by Ohio Electric; (2) the Bonds will provide for 
fixed sinking fund payments beginning in 1978; and (3) 
under a power agreement, all of the output of Ohio 
Electric’s plant is sold to Ohio Power, and payments 
provided for by that agreement are sufficient to enable 
Ohio Electric to pay all its operating and other expenses, 
including interest and amortization on borrowings. 


Applicants state that neither the Insurance Company 
nor the Fund holds any securities of Ohio Electric or 
Ohio Power, although the Insurance Company holds 
$900,000 principal amount of 6% _ sinking fund 
debentures due March 1, 1996, and 1,406 shares of 
4%% cumulative preferred stock issued by Appalachian 
Power Company, a subsidiary of American Electric, and 
the Fund holds $550,000 principal amount of 8 7/8% 
first mortgage bonds due Aprii 1, 2000, issued by 
Indiana and Michigan Electric Company, another 
subsidiary of American Electric. In addition, Applicants 
state that the Insurance Company owns $1,248,000 
3%% first mortgage bonds due January 1, 1982, issued 
by Ohio Valley Electric Corporation, 37.8% of the voting 
securities of which are owned by three subsidiaries of 
American Electric, and that the Insurance Company 
co-manages a pension fund which holds $100,000 
principal amount of 10%% first mortgage bonds due 
June 1, 1982, issued by Indiana and Michigan Electric 
Company, another American Electric subsidiary. 


Section 2(a)(3) of the Act defines an ‘affiliated person” 
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of an investment company to include the investment 
advisor thereof. Applicants state that, as investment 
adviser to the Fund, the Insurance Company is an 
affiliated person of the Fund. Section 17(d) of the Act 
and Rule 17d-1 thereunder, taken together, provide, in 
part, that it is unlawful for an affiliated person of a 
registered investment company, acting as principal, to 
effect any transaction in which such _ registered 
investment company is a joint participant, without the 
permission of the Commission. Rule 17d-1 provides, in 
part, that in passing upon applications for orders 
granting such permission, the Commission will consider 
(1) whether the participation of the investment 
company in such transaction on the basis proposed is 
consistent with the provisions, policies and purposes of 
the Act, and (2) the extent to which such participation is 
on a basis different from or less advantageous than that 
of other participants. Therefore, Applicants request an 
order of the Commission pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder permitting the 
purchase by the Insurance Company and the Fund of 
$8,000,000 principal amount and $2,000,000 principal 
amount, respectively, of the Bonds to be issued by Ohio 
Electric. 


Section 17(a) of the Act provides, in part, that it is 
unlawful for any affiliated person of a _ registered 
investment company, acting as principal, knowingly to 
sell any security to such registered investment 
company. Section 17(b) of the Act generally provides 
that, upon application, the Commission shall exempt a 
proposed transaction from the provisions of Section 
17(a) of the Act if evidence establishes that the terms of 
the proposed transaction, including the consideration to 
be paid or received, are reasonable and fair and do not 
involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policy of the registered investment 
company concerned and with the general purposes of 
the Act. Applicants request an order of the Commission 
pursuant to Section 17(b) of the Act exempting from 
the provisions of Section 17(a) of the Act the possible 
sale by the Insurance Company to the Fund of 
$2,000,000 principal amount of the Bonds at 100% of 
the principal amount thereof plus accrued interest, in 
the event that the Insurance Company purchases the 
entire $10,000,000 principal amount of the Bonds prior 
to receipt of the order pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder that Applicants have 
requested. Applicants state that any such sale by the 
Insurance Company to the Fund would occur as soon as 
practicable after receipt of the requested order pursuant 
to Section 17(b) of the Act; provided, however, that (1) 
such order is received within three months after the 
date the Insurance Company acquires the Bonds, and 
(2) the Fund will not be obligated to purchase any of the 
Bonds from the Insurance Company, and will not 
purchase any of such Bonds, unless contempor- 
aneously with the purchase a majority of the “‘non- 





interested” directors of the Fund approves the trans- 
action. According to the application, if the requested 
order is not received, the entire $10,000,000 principal 
amount of the Bonds will be retained for investment by 
the Insurance Company. 


Applicants assert that: (1) in the judgment of the 
Insurance Company the Bonds are an_ attractive 
investment for the Fund; (2) despite their shorter 
maturity, the Bonds provide a higher yield than that of 
publicly held bonds which have been issued by Ohio 
Power, the parent of Ohio Electric; (3) the Insurance 
Company believes that the interest coverages of Ohio 
Electric and Ohio Power are satisfactory and improving 
and that their capitalization ratio is in line with that of 
the industry; and (4) an adequate supply of fuel for Ohio 
Electric’s plant is available. 


Applicants state that, although the Insurance Company 
and the Fund hold securities of subsidiaries of American 
Electric, this fact has had no material effect on the 
independence of the advice of the Insurance Company 
that the Bonds are an attractive investment for both the 
Insurance Company’s general account and for the 
Fund. They also state that the Fund’s purchase of the 
Bonds has been approved by unanimous vote of its 
board of directors, including all of its ‘‘non-interested”’ 
directors. 


Applicants state that it is appropriate for the Insurance 
Company to share with the Fund, on the basis 
proposed, the $10,000,000 aggregate principal amount 
of the Bonds which the Insurance Company has been 
offered. According to the application, the Fund is 
subject to an investment policy that it invest at least 
75% of its total assets in one or more of five categories 
of high-grade, interest-bearing, publicly traded debt 
securities, and that, in addition, the Fund is subject to 
the restriction that it not invest more than 25% of its 
assets in certain types of securities of lower ratings or in 
restricted securities. Applicants state that, based upon 
the Fund’s present size and portfolio, an additional 
$24,608,000 could be invested in the latter 25% 
category. However, Applicants state that they believe it 
would be inadvisable for 20% of such amount to be 
invested in one restricted debt security, as would be the 
case if the Fund and the Insurance Company each 
purchased one-half of the $10,000,000 aggregate 
principal amount of the Bonds offered to the Insurance 
Company. Accordingly, Applicants state their belief 
that it would be advisable for the Fund to acquire only 
$2,000,000 of the Bonds, as they propose. 


Applicants submit that to make available to the Fund 
the investment opportunity presented by the Bonds is 
consistent with the provisions, policies and purposes of 
the Act and that the participation of the Fund will not be 
on a basis less advantageous than that of the other 


participants who are purchasing the Bonds. Applicants 
also submit that (1) the terms of the proposed sale by 
the Insurance Company to the Fund are reasonable and 
fair and would not involve overreaching by either 
Applicant, and (2) such proposed transaction is 
consistent with the policy of the Fund. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 29, 1977, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Sec- 
urities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated abave. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9710/April 5, 1977 


In the Matter of 


AFFILIATED FUND, INC. 

LORD ABBETT INCOME FUND, INC. 

LORD ABBETT BOND-DEBENTURE FUND, INC. 

LORD ABBET DEVELOPING GROWTH FUND, 
INC. 

63 Wall Street 

New York, New York 10005 


PAUL M. FYE 


Woods Hole Oceanographic Institute 
Woods Hole, Massachusetts 02543 
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(812-3871) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) OF 
THE ACT 


Affiliated Fund, Inc., Lord Abbett Bond-Debenture 
Fund, Inc., Lord Abbett Income Fund, Inc., and Lord 
Abbett Developing Growth Fund, Inc., (the ‘‘Funds’’), 
filed a application and amendment thereto on 
September 27, 1976, pursuant to Section 6(c) of the Act 
for an order of the Commission declaring that Paul M. 
Fye (‘‘Fye’’) shall not be deemed to be an interested 
person, within the meaning of Section 2(a)(19) of the 
Act, of the Funds or of the Funds’ investment adviser 
and principal underwriter, Lord Abbett & Co. (“Lord 
Abbett’’), solely by reason of Fye’s position as a director 
of Arthur D. Little, Inc. (““ADL’’), which wholly owns 
Impact Securities Corp. (‘‘Impact”’), a broker-dealer 
registered under the Securities Exchange Act of 1934. 


On March 9, 1977 a notice was issued (Investment 
Company Act Release No. 9668) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 2(a)(19) 
of the Act, to the extent requested, be and hereby is, 
granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9711/April 5, 1977 


In the Matter of 
ANCHOR DAILY INCOME FUND, INC. 
Westminster at Parker 


Elizabeth, New Jersey 07207 
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(812-4078) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
FOR EXEMPTION FROM THE PROVISIONS OF 
SECTION 19(b) OF THE ACT AND RULE 19b-1 
THEREUNDER 


Anchor Daily Income Fund, Inc. (‘Applicant’), a 
Maryland corporation registered under the Investment 
Company Act of 1940 (‘‘Act’’) as an open-end 
diversified management investment company, filed on 
January 17, 1977, an application pursuant to Section 
6(c) of the Act for an exemption from the provisions of 
Section 19(b) of the Act and Rule 19b-1 thereunder to 
permit Applicant to distribute long-term capital gains 
more often than once every twelve months. 


On March 8, 1977, a notice (Investment Company Act 
Release No. 9667) was issued of the filing of said appili- 
cation. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is appropriate and 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 


policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 19(b) of the Act and Rule 19b-1 thereunder 
to the extent requested be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9712/April 5, 1977 


In the Matter of 
WARNER BROS., INC. 
4000 Warner Boulevard 
Burbank, California 91522 


(812-3985) 





NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTIONS 3(b)(2) AND 6(c) OF THE ACT FOR AN 
ORDER DECLARING THAT COMPANY IS NOT AN 
INVESTMENT COMPANY OR IS EXEMPT FROM ALL 
THE PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Warner Bros., Inc. 
(“Applicant’’), a Delaware corporation and a wholly- 
owned subsidiary of Warner Communications, Inc. 
(“‘Communications’’), has filed an application on July 7, 
1976 amendments thereto on October 8' and Dec- 
ember 15, 1976 (1) for an order, pursuant to 
Sections 3(b)(2) of the Investment Company Act of 
1940 (‘‘Act’’), declaring that Applicant is primarily 
engaged in a business or businesses other than that of 
investing, reinvesting, owning, holding, or trading in 
securities, or (2) in the alternative, for an order, 
pursuant to Section 6(c) of the Act, exempting 
Applicant from all the provisions of the Act. All 
interested persons are referred to the application on file 
with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Section 3(a)(3) of the Act defines an investment 
company as any issuer which is engaged, or proposes 
to engage, in the business of investing, reinvesting, 
owning, holding, or trading in securities, and owns or 
proposes to acquire investment securities having a 
value exceeding 40 per centum of the value of such 
issuer's total assets (exclusive of Government securities 
and cash items) on an unconsolidated basis. 





‘Applicant's amendment of October 8, 1976, requested 
a temporary exemption, pursuant to Sections 6(c) and 
6(e) of the Act, from the provisions of Section 7, 8, 
10(a), 13(a)(2), 17(f), 17(g), 17(h), 18, 20(a), 23, 30 
(except subsection (f) thereof), 31, and 32, and from the 
rules and regulations thereunder, from September 3, 
1976 until the Commission acted upon the application 


under Sections 3(b)(2) and 6(c) of the Act. On 
November 10, 1976, a notice (Investment Company Act 
Release No. 9520) of the amendement was issued 
giving interested persons until December 6, 1976, to 
request a hearing on the amended application. No 
requests for hearing having been received, an order 
(Investment Company Act Release No. 9580) was 
issued on December 22, 1976, granting the temporary 
exemption request by Applicant. 


The application states that, on July 1, 1976, Communi- 
cations effected a restructuring of loan arrangements 
under which Communications, Applicant and two other 
subsidiaries of Communications had been the bor- 
rowers and Communications was the guarantor of each 
of the loans to such subsidiaries. It is stated that the 


effect of the loan restructuring was to make Applicant 
primarily liable on one direct loan to it and to transform 
Communication’s obligations into a guaranty of the 
obligations of Applicant on such loan. According to the 
application, in anticipation of the loan restructuring, 
Communications contributed to Applicant all of the 
issued and outstanding capital stock of Warner 
Properties Corp. (‘’Properties’’) which mades Properties 
a direct subsidiary of Applicant and a sub-subsidiary of 
Communications. Applicant asserts that on June 30, 
1976, Properties owned a portfolio of investment 
securities having a market value somewhat less than 
$165 million, which portfolio when added to a portfolio 
of investment securities held by a sub-subsidiary of 
Applicant gave Applicant, through such subsidiaries, a 
portfolio of investment securities having a market value 
somewhat less than $209 million on June 30, 1976. 
Applicant states that this portfolio of investment 
securities constituted approximately 40 percent of its 
assets on an unconsolidated basis. 


The application has been made pursuant to Section 
3(b)(2) of the Act, or, in the alternative, pursuant to 
Section 6(c) of the Act, because Applicant wishes the 
assurance available from an order of exemption that it 
will not be considered to be an investment company as 
defined in Section 3(a)(3) of the Act if additional 
investment securities are purchased or if values of 
investment securities increase thereby causing Appli- 
cant to own investment securities having a value 
exceeding 40 percent of the value of its total assets 
(exclusive of Government securities and cash items) on 
an unconsolidated basis. 


Section 3(b){2) of the Act excepts from the definition of 
an investment company in Section 3(a)(3) of the Act 
any issuer which the Commission finds and by order 
declares to be primarily engaged in a business or 
businesses other than that of investing, reinvesting, 
owning, holding, or trading in securities, either directly 
or (a) through majority-owned subsidiaries or (b) 
through contro!led companies conducting similar types 
of businesses. Section 6(c) of the Act provides, in 
pertinent part, that the Commission, by order upon 
application, may conditionally or unconditionally ex- 
empt any person or class of persons from any or all 
provisions of the Act if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


It is represented that Applicant, directly and through 
wholly-owned subsidiaries, is an operating company 
principally engaged in the entertainment business. The 
application states that Applicant is engaged in the 
motion picture business which includes the production 
and financing of, and theatrical distribution of, feature 
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motion pictures produced by Applicant or by others. 
According to the application, Applicant is also engaged 
in the television business which includes the distribution 
of feature films, cartoons and television series to 
networks and television stations, the production and 
distribution of ‘‘made-for-television’’ movies and pro- 
gram series. The application represents that Applicant is 
also engaged in the recorded music business and the 
music publishing business. 


It is asserted in the application that Communications is 
not an investment company, as defined by the Act, 
notwithstanding that Applicant’s consolidated total 
assets represent more than 50% of Communications’ 
consolidated total assets. Communications owns more 
than 10% of the outstanding voting securities of 
Applicant, and therefore, pursuant to Section 3(c)(1) of 
the Act, the shareholders of Communications may be 
deemed to be the beneficial holders of Applicant’s 
securities. 


Applicant asserts that there is and has been no holding 
out by Communications or by Applicant to the share- 
holders of Communications or to the general public that 
Applicant is an investment company. The 1975 Annual 
Report (the ‘‘Report’’) of Communications states that 
the investment portfolio of Communications was 
accumulated initially through the investment of cash 
from the sale of operating entities and later through the 
investment of excess cash flow from operations and 
debt obtained at favorable rates. According to the 
Report, the existence of Communications’ investment 
portfolio provides substantial liquidity and addtional 
flexibility for financial planning. It is stated in the Report 
that, philosophically, management of Communications 
does not view the retention of a securities portfolio as a 
basic corporate policy, but, rather, it regards the 
portfolio as a source of capital for purchase of an 
operating company or companies in areas in which 
management's capabilities can be utilized, or for major 
investment in its current businesses should new 
opportunities arise. The application states that the 
investment in marketable securities is treated by 
Communications as a cash item, readily available but 
not immediately needed for working capital. 


It is represented in the Report that Communications 
does not presently intend to materially increase the total 
investment in the portfolio from current levels. 
Applicant asserts that, in fact, Communications has 
reduced the investment portfolio by over $50 million 
between July 7 and December 15, 1976, in order to 
maintain a balance between its consolidated indebted- 
ness and equity, which balance had been affected by 
the issuance. of approximately $16,800,000 of de- 
bentures by a subsidiary in connection with the 
acquisition of Atari, Inc. and by the issuance of 
approximately $71,500,000 of subordinated debentures 
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by Communications in connection with an exchange 
offer. It is submitted that, based upon the foregoing, 
investors have not been invited to acquire the securities 
of Communications or Applicant in reliance on the 
income that may be realized on the investment 
portfolio. Applicant represents that, for the six months 
ended June 30, 1976, income from the investment 
portfolio was approximately $2,926,000 or approxi- 
mately 21% of Applicant’s unconsolidated pretax 
income and less than 7% of Applicant's consolidated 
pretax income. 


Applicant represents that its portfolio of investment 
securities is managed under the direction of two officers 
of Communications who employ two full time assistants 
to help them in managing the portfolio. It is asserted 
that, from time to time, professional investment 
advisers have rendered serviges to the two officers, and 
in 1976, an investment advisory firm was retained for 
the first time. It is stated that these two officers spend a 
substantial portion of their time managing the portfolio 
but that it is not their primary employment 
responsibility. 


On the basis of the foregoing statements, Applicant 
submits that (1) it is primarily engaged, directly and 
through wholly-owned subsidiaries, in a business other 
than that of investing, reinvesting, owning, holding or 
trading in securities and therefore requests that the 
Commission so find and by order declare, and (2) it is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act for the 


Commission to exempt Applicant from all the provisions 
of the Act. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than April 29, 1977, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be contro- 
verted. or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Sec- 
urities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
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and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9713/April 6, 1977 


In the Matter of 


SECURITY BENEFIT LIFE INSURANCE COMPANY 


and 


SBL VARIABLE ANNUITY ACCOUNT 
700 Harrison Street 
Topeka, Kansas 66636 


(812-4107) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT APPROVING OFFERS OF EXCHANGE 
AND PURSUANT TO SECTION 6(c) OF THE ACT FOR 
AN ORDER OF EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 22(e), 26(a), 27(c)(1). 


NOTICE IS HEREBY GIVEN that a Security Benefit Life 
Insurance Comany (‘’SBL’’), a Kansas mutual life 
insurance company and SBL Variable Annuity Account 
(“VAA"'), a separate account of SBL registered as a 
unit investment trust under the Investment Company 
Act of 1940 (‘‘Act’’) (hereinafter collectively referred to 
as ‘‘Applicants’’), filed an application on March 14, 1977 
and amendments thereto on March 31, and April 6, 
1977, pursuant to Section 11 of the Act for an order 
approving certain offers of exchange and pursuant to 
Section 6(c) of the Act for an order exempting 
Applicants from the provisions of Sections 26(a) and 
27(c)(2) of the Act and for an order exempting 
Applicants from the provisions of Sections 22(e), 
27(c)(1) and 27(d) of the Act to the extent necessary to 
permit compliance by Applicar:ts with certain provisions 
of the Education Code of the State of Texas. All 
interested persons are referred to the application on file 
with the Commission for a statement of the repre- 
sentations therein which are summarized below. 


The VAA was established by SBL on November 8, 
1968, pursuant to the provisions of the Kansas Statutes. 
SBL sells Variable Annuity Contracts (‘’Variable Con- 


tracts’’) designed to provide retirement annuity benefits 
for (i) employees of corporate employers who have 
adopted retirement plans meeting the requirements of 
Section 401(a) of the Internal Revenue Code of 1954, as 
amended (the ‘’‘Code’’) or annuity purchase plans 
meeting the requirements of Section 403(a) of the 
Code, (ii) employees of public educational institutions 
and organizations exempt from taxation under Section 
501(c((3) as tax deferred annuity contracts pursuant to 
provisions of Section 403(b) of the Code, and (iii) 
individuals who qualify for the purchase of individual 
retirement savings programs under Section 408 of the 
Code. All Variable Contracts have combined fixed and 
variable benefits. The contractowner makes payments 
to SBL, which. deducts sales and administrative 
expenses. The balance of such payments are allocated 
to the VAA, or, at the direction of the contractowners, 
to SBL’s general account. Payments allocated to the 
VAA represent, at the option of the contractowner, 
Variable Accumulation Units of Series E Variable 
Contracts, Series | Variable Contracts or Series B 
Variable Contracts. Assets equivalent to reserves for 
Series E Variable Contracts are invested in shares of 
Security Equity Fund, Inc., assets equivalent to reserves 
for Series | Variable Contracts are invested in shares of 
Security Investment Fund, Inc., and assets equivalent 
to reserves for Series B Variable Contracts are invested 
in shares of Security Bond Fund, Inc. 


Security Equity Fund, Inc., Security Investment Fund, 
Inc. and Security Bond Fund, Inc. (the ‘‘Funds’”) are 
registered as diversified, open-end management, invest- 
ment companies under the Act. Security Management 
Company, Inc., a wholly-owned subsidiary of SBL, 
serves as investment adviser of the Funds and owns all 
of the outstanding stock of Security Distributors, Inc., 
the principal underwriter of the Funds. SBL is the 
depositor of VAA. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘’Program’’), codified as Sub- 
chapter G of Chapter 51 of the Texas Education Code. 
The statute provides as the funding media for the 
Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made 
two amendments in the Program legislation, which 
amendments became effective on June 14, 1973. The 
statutory definition of the Program was amended to 
provide that the benefits of such annuities are to be 
available only upon termination of employment in the 
Texas public institutions of higher education, retire 
ment, death or total disability of the participant. The 
other amendment added a new Section 51.358 to 
Subchapter G which also provides that the benefits of 
such annuities will be available only if the participant 
dies, terminates his employment due to total disability, 
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accepts retirement, or terminates employment in the 
Texas public institutions of higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System (‘’Sys- 
tem’) requested the opinion of the Attorney General of 
Texas with respect to several questions concerning 
such amendments. The Attorney General rendered an 
opinion dated February 18, 1975, in response to the 
System’s letter. The Attorney General interpreted 
Section 51.358 to prohibit provisions in a variable 
annuity contract issued in connection with the Program 
on or after June 14, 1973, which provide for making 
available the redemption value of such contract prior to 
the occurrence of one of the conditions specified in the 
statute, i.e., termination of employment, retirement, 
death or total disability. Moreover, the opinion further 
stated that the prohibitions of Section 51.358 were 
impliedly in effect upon the establishment of the 
Program (in 1967) and that notwithstanding any 
language which may be contained in existing contracts, 
a participant in the Program has never had the right to 
redeem his annuity contract otherwise than _ in 
accordance with the limitations described above. The 
opinion did not affect the right of a participant to 
transfer the redemption value of his annuity contract 
from one carrier to another; accordingly, the granting of 
the relief requested in the application would not affect 
such right. 


Sections 27(c)(1), 22(e) and 27d) 


Section 27(c)(1) of the Act makes it unlawful for any 
registered investment company issuing periodic pay- 
ment plan certificates, or for any depositor of or under- 
writer for such company, to sell any such certificate 
unless such certificate is a redeemable security. Section 
2(a)(32) of the Act defines ‘‘redeemable security’’ to 
mean any security under the terms of which the holder 
upon its presentation to the issuer or to a person 
designated by the issuer is entitled to receive 
approximately his proportionate share of the issuer’s 
current net assets, or the cash equivalent thereof. 


Section 22(e) of the Act provides that no registered 


investment company shall suspend the right of 
redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic pay- 
ment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless the certificate provides that the holder 
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thereof may surrender the certificate at any time within 
the first eighteen months after the issuance of the 
certificate and receive in payment thereof, in cash, the 
sum of (1) the value of his account, and (2) an amount, 
from such underwriter or depositor, equal to that part of 
the excess paid for sales loading which is over 15 per 
centum of the gross payments made by the certificate 
holder. 


Applicants request exemptions from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with Section 
51.358 as it pertains to (i) redemption values under 
Variable Contracts issued to participants in the Program 
subsequent to the date of such exemptive order and (ii) 
redemption values under Variable Contracts issued prior 
thereto but attributable to payments made subsequent 
to the date of such order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program effec- 
tively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of two 
funding media (the other being fixed annuity contracts) 
specifically provided in the Texas statute for such 
purpose. Additionally, participants will be unable to 
obtain the State’s matching contributions for the pur- 
chase of an equity-based retirement vehicle. In this 
respect, the Attorney General’s opinion indicated that 
these matching contributions will encourage partici- 
pation in the retirement plan but that unrestricted 
withdrawals prior to retirement might be detrimental to 
an effective retirement vehicle. In view of the foregoing, 
Applicants assert that the Commission should grant the 
requested exemptions because: (1) the limited restric- 
tion on redemption would be voluntarily assumed by 
participants, i.e., eligible employees are not required to 
participate in the Program; (2) the restrictions were not 
formulated nor suggested by Applicants; and (3) 
participants’ relinquishment of the full right of 
redemption is a reasonable requirement in exchange for 
the benefits bestowed by the matching contributions of 
the State of Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the avail- 
ability of redemption values under Variable Contracts to 
be issued to them. This disclosure will take the form of 
an appropriate reference in each Prospectus to the 
restrictions on redemption of these Variable Contracts, 
as well as requiring each participant, as a part of the 
determination that the sale of these Variable Contracts 
is suitable for that participant, to sign a statement in- 
dicating that he/she is aware that these restrictions will 
be placed on his/her Variable Contract when it is 
issued. In addition, SBL will review all sales literature 
that is to be used in conjunction with the sales of these 
Variable Contracts for the existence of material 





representations that are inconsistent with the restric- 
tions to be placed on these Variable Contracts and will 
instruct the salespeople involved in soliciting in this 
market specifically to bring this restriction to the 
attention of the potential participants. 


Section 6(c) 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions 
of the Act and Rules promulgated thereunder if and to 
the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Section 11 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end investment 
company or any principal underwriter therefor to make 
or cause to be made an offer to the holder of a security 
of such company or of any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged, unless the terms of the offer have first 
been submitted to and approved by the Commission. 
Section 11(c) provides that irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be 
applicable to any type of offer of exchange of the 
securities of registered unit investment trusts for the 
securities of any other investment company. 


In reliance upon an order of the Commission permitting 
an offer of exchange pursuant to Section 11 of the Act 
(Investment Company Act Release No. 9261, April 26, 
1976), the applicants offer to owners of any one of the 
three series of Variable Contracts the right to exchange 
all or any part of their units for units of the other two 
series of Variable Contracts at any time during the 
accumulation period, but not more often than once a 
year, with one additional exchange within not less than 
90 days prior to retirement without regard to the 
one-year limitation. All such exchanges are made on the 
basis of the relative net asset values of the respective 
units, which are equal to the net asset values of their 
respective underlying Fund shares at the time such 
exchanges are made. At present there is no exchange 
privilege once payments under the Variable Contracts 
have commenced. 


Applicants proposed that subsequent to April 29, 1977, 
such exchange privilege be expanded so that the owner 
of one of the three series of Variable Contracts will have 
the right to elect to exchange all or any part of his units 
for units of either of the other two series of Variable 


Contracts at any time during the accumulation period, 
but not more often than once every 30 days with one 
additional election permitted within not less than 30 
days prior to the maturity date of the Variable 
Contracts. Applicants represent that there is no 
additional sales charge with respect to the presently 
permitted exchange of units of one series of Variable 
Contract during the accumulation period and Appli- 
cants represent that there will not be a sales charge with 
respect to the proposed exchanges. It is intended, 
however, that an administrative fee of $10 per exchange 
will be assessed against the new units for all exchanges 
other than the first such exchange elected in each 
contract year and the additional exchange permitted not 
less than 30 days prior to the maturity date. All such 
exchanges will be on the basis of the relative net asset 
values of the units which are equal to the net asset 
values of their respective underlying Fund shares, with 
an adjustment for the administrative fee, if applicable. 


Applicants also propose that subsequent to April 29, 
1977 such exchange privilege be further expanded so 
that the owner of units of one of the three series will 
have the right to elect to exchange all or any part of his 
units for units of either of the other two series at any 
time after Variable Contract annuity payments have 
commenced, but not more often than once each 
calendar year. Any such exchange would not be 
permitted during the five-day interval prior to and 
including any annuity payment date. Applicants 
represent that there will not be any additional sales 
charge with respect to the proposed exchanges. No 
administrative fee will be charged on exchanges after 
the commencement of annuity payments. 


After the annuity starting date, the value of the amount 
to be transferred will be based on the present value of 
the remaining payments due, reflecting the attained age 
of the annuitant and mortality and interest assump- 
tions. The present value must be equal to or greater 
than the minimum reserve required by state insurance 
law. As to the amount transferred, the contractowner 
will receive periodic payments thereafter based on the 
investment experience of the newly selected series. 


Applicants assert that the proposed exchanges during 
the accumulation period and after commencement of 
annuity payments are not different in principle, so far as 
application of Section 11 of the Act is concerned, from 
the present exchanges during the accumulation period. 
Additional opportunities to make exchanges between 
shares of underlying Funds which have different 
investment objectives will provide Variable Contract 
owners with increased flexibility to change their 
retirement programs as their needs and circumstances 
change from time to time, without additional sales 
charge and in some instances without any administra- 
tive charge. 
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Applicants further assert that the Funds, Security 
Investment Management Company, Inc., and Security 
Distribution, Inc. have been notified of the application 
for exemption with respect to transfer provisions and 
have no objections thereto. The Funds retain the right 
subsequently to not countenance such frequent trans- 
fers, in which event Applicants will restrict this right in 
accordance with the Funds’ determination and will 
notify all participants and interested parties. Applicants 
agree to be bound by any subsequent rule or regulation 
if adopted by the Commission relating to exchanges. 


Applicants therefore request an order under Section 11 
of the Act to permit offers of exchange as described 
above, subject to the limitations hereinbefore specified. 


Sections 26(a) and 27(c)(2) 


Section 27(c)(2) of the Act prohibits a registered invest- 
ment company, or a depositor or underwriter for such 
company, from selling periodic payment plan certifi- 
cates unless the proceeds of all payments, other than 
the sales load, are deposited with a trustee or a 
custodian having the qualifications prescribed in 
Section 26(a)(1) and held under an indenture or agree- 
ment containing, in substance, the provisions required 
by Sections 26(a)(2) and 26(a)(3) of the Act for a unit 
investment trust. Section 26(a)(2) requires the trustee 
or custodian to segregate and hold in trust all securities 
and cash of the trust, places certain restrictions on 
charges which may be made against the trust income 
and corpus, and excludes from expenses which the 
trustee or custodian may charge against the trust any 
payments to the depositor or principal underwriter other 
than a fee, not exceeding such reasonable amount as 
the Commission may prescribe, for providing book- 
keeping and other administrative services delegated’ to 
them by the trustee or custodian. Section 26(a)(3) 
governs the circumstances under which the trustee or 
custodian may resign. 


Applicants request an exemption from the provisions of 
Sections 26(a) and 27(c)(2) so that the proceeds of all 
payments under the Variable Contracts may be held by 
SBL rather than by a custodian or trustee as required 
under the Act and so that the VAA may be administered 
directly by SBL in the manner described in the VAA 
prospectus. Applicants represent that the custodianship 
is unnecessary in this instance because of the manner in 
which the Variable Contracts will be administered and 
extensive state regulation of SBL. Net purchase 
payments under the Variable Contracts will be invested 
only in shares of the Funds, whose assets are held by a 
custodian meeting the requirements of Section 26(a) of 
the Act. The ownership of Fund shares by the VAA will 
be held in an open account so that such ownership will 
only be indicated on the books of the respective Fund 
and the VAA and will not be evidenced by transferable 
stock certificates. SBL is subject to extensive super- 
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vision and control by the Kansas Commissioner of 
Insurance, and the Insurance Commissioners of each 
state in which the Variable Contracts are sold. Under 
Kansas law and the terms of the Variable Contracts, the 
assets of the VAA are not chargeable with liabilities 
arising out of any other business conducted by SBL. 
Obligations arising under the Variable Contracts are 
legally binding obligations of SBL. SBL has combined 
capital and surplus in excess of $350 million, and its 
officers and employees are covered by a fidelity bond in 
the amount of $2,000,000. For these reasons, 
Applicants assert that such existing regulation of SBL 
affords substantially the same protection contemplat2d 
by the provisions of Section 26(a) and Section 27(c)(2) 
of the Act. Applicants have consented that any order 
granting the requested exemption from Sections 26(a) 
and 27(c)(2) may be subject to the conditions that: (1) 
the charges to investors for administrative services shall 
not exceed such reasonable amounts as the Commis- 
sion may prescribe, jurisdiction being reserved to the 
Commission for such purpose, and (2) that the payment 
of sums and charges out of the assets of the VAA shall 
not be deemed to be exempted from regulation by the 
Commission by reason of the requested order, provided 
that Applicants’ consent to this condition shall not be 
deemed to be a concession to the Commission of 
authority to regulate the payment of sums and charges 
out of such assets other than charges for administrative 
services, and Applicants reserve the right, in any 
proceeding before the Commission or in any suit or 
action in any court, to assert that the Commission has 
no authority to regulate the payment of such other 
sums and charges. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1977, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney at law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following Apri! 28, 1977, unless the Commission there- 
after orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 





For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9714/April 6, 1977 


In the Matter of 


ALL AMERICAN FUND, INC. 
9701 Wilshire Boulevard 
Beverly Hills, California 90212 


(811-1203) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that All American Fund, 
Inc. (““Applicant’’), a Maryland corporation registered 
under the Investment Company Act of 1940 (‘‘Act’’) as 
a diversified, open-end, management investment 
company, filed an application on January 14, 1977, and 
amendements thereto on February 18, 1977 and March 
3, 1977, for an order of the Commission, pursuant to 
Section 8(f) of the Act, declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 


Applicant states that, as a result of a complaint brought 
by the Commission on December 17, 1974, against 
Applicant's former investment adviser and certain other 
persons, Applicant was placed in receivership by order 
of the United States District Court for the Central 
District of California (“Court”) on April 8, 1975. 
Applicant states further that Applicant’s Court-ap- 
pointed receiver (‘‘Receiver’’), pursuant to order of the 
Court entered on November 15, 1976, (1) transferred 
$65,000, in cash, cf Applicant's assets to a Litigration 
Trust, in order to continue the prosecution of certain 
litigation for the benefit of Applicants’ shareholders, 
and (2) on November 30, 1976, transferred $868,856, 
the then aggregate value of Applicant’s net assets, to 
American Birthright Trust (‘Birthright’), in exchange 
for shares of Birthright at their net asset value per share. 
Birthright is registered under the Act as a diversified, 
open-end, management investment company. 


According to the application, such shares of Birthright 
were in turn distributed on a pro rata basis to the share- 
holders of Applicant. Applicant represents that, as of 
January 14, 1977, it had no liabilities and had assets of 
less than $400, which were retained to pay the 
anticipated expenses of dissolution. Applicant repre- 
sents further that it does not have any current 
operations and has no plans or intentions to continue as 
either an investment company or a _ corporation. 
According to the application, Applicant will file a 
certificate of dissolution with the State of Maryland. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order, and that, upon 
the taking effect of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 2, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A Fizsimmons 
Secretary 





INVESTMENT COMPANY OF ACT OF 1940 
Release No. 9715/April 7, 1977 


In the Matter of 


CG MUNICIPAL BOND FUND, INC. 
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CONNECTICUT GENERAL LIFE INSURANCE 
COMPANY 

CG EQUITY SALES COMPANY 

Hartford, Connecticut 06152 


(812-4059) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that CG Municipal Bond 
Fund, Inc: (‘‘Fund’’), an open-end diversified manage- 
ment investment company registered under the Invest- 
ment Company Act of 1940 (Act’’), Connecticut 
General Life Insurance Company (’’CG Life’), and CG 
Equity Sales Company (‘‘Equity Sales’) (collectively 
referred to as ‘‘Applicants’’), have filed an application 
pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Section 
22(d) of the Act to permit the purchase of shares of the 
Fund at a reduced sales charge when such purchases 
are from proceeds of insurance contracts issued by CG 
Life. All» interested persons are referred to the 
application on file with the Commission for a statement 
of the facts and representations therein, which are 
summarized below. 


Equity Sales is the principal underwriter of the shares of 
the Fund. All of the issued and outstanding shares of 
Equity Sales are owned by CG Investment Management 
Company, the investment adviser of the Fund, CG 
Fund, CG*Income Fund and CG Money Market Fund. 
CG Investment Management Company is a wholly- 
owned subsidiary of Connecticut General Insurance 
Corporation, the parent corporation of CG Life. CG Life 
is a stock insurance company licensed to write life 
insurance, annuities, and accident and health insurance 
in all fifty states, the District of Columbia, Puerto Rico 
and certain Canadian provinces. 


At the time of filing the application, registration state- 
ments on Form S-5 of the Securities Act of 1933 and 
Form N-8B-1 of the Investment Company Act of 1940 
wre pending before the Commission. Applicants 
propose to,offer shares of the Fund to the public at a 
price based upon net asset value plus a sales charge 
that varies with the quantity of securities purchased. 
The sales charge, expressed as a percentage of the 
public offering price, will range from 7.50 percent on 
sales of $10,000 or less to 1 percent of $1,000,000 or 
more. Applicants further propose to offer to the 
insureds of CG Life and their beneficiaries the right to 
apply their insurance proceeds to the purchase of 
shares of the Fund at a reduced sales charge ranging 
from 5.25 percent on sales of $10,000 or less down to 
-70 percent of $1,000,000 or more. Applicants have 
defined insurance proceeds as the death benefit under 
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life policies, the maturity value of endowment 
contracts, the cash value of fixed-dollar life insurance 
and annuity contracts, and lump sum cash options 
available to beneficiaries. 


Section 22(d) of the Act provides, in part, that no 
registered investment company shall sell any redeem- 
able security issued by it to any person except either to 
or through a principal underwriter for distribution or at a 
current public offering price described in the pro- 
spectus, and, if such class of security is being currently 
offered to the public by or through an underwriter, no 
principal underwriter of such security and no dealer 
shall sell any such security to any person except a 
dealer, a principal underwriter, or the issuer, except at a 
current public offering price described in the 
prospectus. 


Applicants state that the insurance contracts will 
already have been subjected to sales charges and that 
the requested exemption will avoid an unnecessary 
accumulation of such charges. Applicants further state 
that an exemptive order for the Fund will be the same as 
exemptive orders which have already been granted to 
CG Fund, CG Income Fund, and CG Money Market 
Fund and will thereby establish an equitable balance in 
the rights and privileges among shareholders of the four 
funds. Finally, Applicants contend that Section 22(d) 
was not intended to prevent any differences in the sales 
charge relating to redeemable securities of investment 
companies, and the reduction in the sales charge under 
the circumstances described does not create unfair 
price discrimination. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities or transactions, 
from any provision or provisions of the Act or any rule 
or regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 2, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 
his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 
the case of an attorney-at-law, by certificate) shall be 
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filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 


, be issued as of course following said date unless the 


Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons ‘who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9716/April 7, 1977 


In the Matter of 


ANCHOR RESERVE FUND, INC. 
Westminster at Parker 
Elizabeth, New Jersey 07207 


(811-2261) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On March 7, 1977, a notice was issued (Investment 
Company Act Release No. 9666) of an application filed 
on January 17, 1977, by Anchor Reserve Fund, Inc. 
(‘Applicant’), registered under the Investment Com- 
pany Act of 1940 (“Act’’) as an open-end diversified 
management company, for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company, 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Anchor Reserve Fund, Inc. 


under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 7851/April 1, 1977 
SEC v. ROBERT CAMPBELL, et al. 
(U.S. D.C. District of Columbia 76-2077) 


The Commission announced that on March 29, 1977, 
the Honorable George L. Hart, Jr. ordered Final 
Judgements of Permanent Injunction against Pacer 
Corporation (‘Pacer’) and Tej Tanden (‘‘Tanden’”’). 


The injunctions prohibit Pacer and Tanden from further 
violations of the anti-fraud and reporting provisions, 
Sections 10(b) and 13(a) of the Securities Exchange Act 
of 1934 and Rules 10b-5, 12b-20 and 13a-1 thereunder. 


The defendants consented to the entry of the 
injunctions without admitting or denying the allegations 
of the complaint which was filed on November 9, 1976 
(see Litigation Rel. No. 7641). 





Litigation Release No. 7852/ April 1, 1977 


SEC v. SINCERO O/L & GAS CO., et al. 
(S.B. TEX Civil Action No. H-77-260) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
today announced that on March 21, 1977 Federal 
District Judge Robert O’Conor at Houston, Texas 
entered orders of permanent injunction prohibiting 
Sincero Oil & Gas Co. and Thomas F. Sinciro, both of 
Houston, from further violations of the registration and 
antifraud provisions of the federal securities laws in 
connection with the offer and sale of fractional 
undivided working interests in oil and gas leases issued 
by Sincero Oil & Gas Co. 


The defendants consented to the entry of the orders of 


permanent injunction without admitting or denying the 
allegations in the Commission’s complaint filed Feb- 
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ruary 15, 1977, which alleged that these defendants and 
others had engaged in the offer and sale of unregistered 
fractional undivided working interests in oil and gas 
leases located in Texas and Nebraska by means of false 
and misleading representations and omissions of 
material facts. 


For further information, see Litigation Release No. 
7790. 





Litigation Release No. 7853/April 4, 1977 


SEC v. JOEL KLINE 
(U.S.D.C. for the D.C., Civil Action No. 77-0472) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on March 18, 1977, the 
Honorable John J. Sirica, United States District Judge 
for the District of Columbia, signed a final judgment of 
permanent injunction by consent against Joel Kline of 
Sarasota, Florida. The order permanently enjoins Kline 
from violations of the antifraud provisions of the 
Securities Act of 1933 and the Securities Exchange Act 
of 1934, and from trading as an interested person during 
the course of a distribution in violation of Rule 10b-6 of 
the Securities Exchange Act of 1934. Kline consented to 
the entry of the judgment without admitting or denying 
the allegations contained in the Commission’s 
Complaint. 


The Commission's Complaint alleges that from January 
1, 1969, to August 3, 1973, Joel Kline and others 
brought four companies public and in so doing 
manipulated the stock prices of these companies during 
their distribution and after-market through various 
devices such as: secretly financing various broker- 
dealers; arranging to split stock costs and profits with 
investors while guaranteeing their purchases against 
loss; arranging for reciprocal stock transfers between 
various broker-dealers; and making direct and indirect 
payments to broker-dealers in return for retailing the 
stock of one or more of the Kline companies. 


For further information see Litigation Release Nos. 
5889, 6016, 6030, 6113, 6215, and Release Nos. 
34-10648, 34-10942, 34-11454. 





Litigation Release No. 7854/April 4, 1977 
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SEC v. STEPHEN KNEAPLER, et al. 
(S.C. Fla., Civil Action No. 77-969-JLK) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional! 
Administrator of the Miami Branch Office of the 
Securities and Exchange Commission, jointly an- 
nounced the filing of a complaint in the United States 
District Court for the Southern District of Florida on 
March 25, 1977, seeking preliminary and permanent 
injunctions to enjoin Stephen Kneapler (““S. Kneapler’’), 
Charies Kneapler (’C. Kneapler’’), Harvey Fein 
(‘‘Fein’’), Jerome Shishko (“‘Shishko’’), Alberto Gross 
(“Gross’’), and Bruce Flamm (‘‘Flamm’’) from further 
violating and aiding and abetting violations of the anti- 
fraud, and the periodic filing and proxy provisions of the 
Securities Exchange Act of 1934 (“Exchange Act’’) and 
rules thereunder in connection with the securities of 
Richford Industries, Inc. (‘’Richford’’). 


All of the defendants reside in Miami, Florida. Richford, 
whose stock is listed for trading on the American Stock 
Exchange, has its corporate offices both in Miami, 
Florida, and New York, New York. Richford’s stock is 
currently under suspension from trading by the 
American Stock Exchange. 


At the time of the acts complained of, all the 
defendants, with the exception of Flamm and Gross, 
were officers and directors of Richford as follows: 


. S. Kneapler— President and Chairman of the 
Board, and a Director; 

. C. Kneapler— Secretary, and a Director; 

. Fein—Treasurer, and a Director; 

. Shishko—President, having succeeded S. Kneapler 
as President in 1976, and a Director; 

. Gross— Director of Data Processing; and 

. Flamm—Assistant Controller. 


The Commission’s Complaint alleges that in order to 
meet earnings projections for Richford for the year 
ending December 31, 1974, the defendants, S. 
Kneapler, Fein, C. Kneapler, Gross and Flamm engaged 
in a scheme to increase closing inventory, by among 
other things, altering closing inventory tickets. This was 
accomplished, it is alleged, by some of the defendants, 
who broke into the auditors’ locked trunks and altered 
the auditors’ copies of closing inventory tickets by 
adding higher figures. The Complaint further alleges 
that this same activity occurred again in connection 
with the year ending December 31, 1975, and that 
defendant Shishko acquiesced in the scheme. As a 
result of this activity, Richford’s pretax earnings for 
both years were misstated. 


The Complaint also alleges that certain personal 
expenses incurred by the defendant S. Kneapler in the 





renovation and refurbishing of his personal residence 
were paid for by Richford, and that such expenses were 
improperly reflected on the books and records of 
Richford by the defendants S. Kneapler, C. Kneapler 
and Fein, as expenses incurred for work performed on 
behalf of Richford. 


All of the defendants, with the exception of defendant 
C. Kneapler, consented without admitting or denying 
the allegations in the Commission’s Complaint, to the 
entry of a Judgement of Permanent Injunction 
prohibiting further violations of the anti-fraud, reporting 
and proxy provisions of the Exchange Act and the rules 
thereunder. In addition, defendant S. Kneapler con- 
sented to certain other ancillary relief which provides, in 
part, that: 


a. He shall not, for a period of ten (10) years, hold the 
position of or act as a director or officer of a publicly 
held company; 


b. He shall not, except as to certain matters, vote his 
shares of Richford against any matters proposed and 
recommended by a majority of the Board of Directors of 
Richford; 


c. He shall not nominate or appoint or cause the 
nomination or appointment of any directors or officers 
of Richford, nor vote his shares to defeat the 
appointment or nomination of any officers or directors 
of Richford; and 


d. He shall disgorge and pay over to Richford the sum 
of $56,000, which represents the expenditures paid by 
Richford for S. Kneapler’s personal residence. 


Judge James L. King, on March 25, 1977, signed the 
orders of Final Judgment of Permanent Injunction 
referred to above. 





Litigation Release No. 7855/ April 4, 1977 


SEC v. METRO-URBAN INVESTMENT CORP., et al. 
(E.D. N.Y. 77 Civ. 627) 


The Commission announced that on March 31, 1977, a 
complaint was filed in the United States District Court 
for the Eastern District of New York seeking to 
permanently enjoin Metro-Urban Investment Corpor- 
ation (‘‘Metro’’) a Salt Lake City, Utah, corporation, its 
president Clinton C. Jenkins of Springville, Utah, 
Blinder Robinson Company, Inc., (‘“Blinder Robinson’’) 
a Westbury, New York broker dealer and Meyer Blinder 


the president of Blinder Robinson from violations of the 
anti-fraud provisions of the Securities Act of 1933 and 
Securities Exchange Act of 1934 in connection with the 
offer and sale of common stock of Metro. 


The complaint alleges that, during the period 1973 to 
the present, the defendants made materially false and 
misleading statements concerning Metro’s business 
affairs, principally its gold mining operation in Costa 
Rica. 


The complaint alleges that the defendants made false 
statements of material facts including, among other 
things, that Metro would soon be and was producing 
gold in Costa Rica on a commercially feasible, self 
sustaining basis and that Metro had obtained venture 
financing with guarantees of continuing financial 
support. 





Litigation Release No. 7856/ April 6, 1977 


SEC v. AMINEX RESOURCES CORPORATION 
(District of Columbia Civil Action No. 77-0493) 


The Securities and Exchange Commission (‘‘Commis- 
sion’’) announced that on March 31, 1977. U.S. District 
Court Judge Howard F. Corcoran filed an order 
preliminarily enjoining Aminex Resources Corporation 
(‘‘“Aminex’’), New York, New York, from failing timely 
to file in proper form periodic reports in contravention of 
Section 13(a) of the Securities Exchange Act of 1934 
(“Exchange Act’’) and rules thereunder and ordering 
the filing of certain delinquent reports. 


Judge Corcoran further ordered Aminex to file with the 
Commission its annual report on Form 10-K for its fiscal 
year ended January 31, 1976, its quarterly reports on 
Form 10-Q for its fiscal quarters ending April 30, July 
31, and October 31, 1976, and its current report on 
Form 8-K for the month of January, 1977 on or before 
April 21, 1977. He also ordered Aminex to file its annual 
report on Form 10-K for its fiscal year ended January 31, 
1977 with the Commission on or before May 22, 1977. 


The Commission suspended over-the-counter trading in 
the securities of Aminex for one ten-day period 
beginning December 9, 1976 and advised brokers and 
dealers that quotations in the securities of Aminex 
subsequent to such trading suspension would be 
subject to the provisions of Rule 15c2-11 promulgated 
under Section 15(c)(2) of the Exchange Act. 
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Litigation Relase No. 7857/April 6, 1977 


SEC v. TRENDEX OIL COMPANY, INC. and GERALD 
G. WILLIAMS, (Southern District of Mississippi, 
Southern Division, Civil Action No. S76-224 (N)] 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
today announced that on March 30, 1977 a Judgment 
of Permanent Injunction by Default was entered by 
Federal District Judge Walter L. Nixon, Jr. at Biloxi, 
Mississippi against Trendex Oil Company, Inc. and 
Gerald G. Williams, president, both of Picayune, 
Mississippi. 


The Judgment permanently enjoins Trendex Oil 
Company, Inc. and Gerald G. Williams from further 
violations of the registration and antifraud provisions of 
the federal securities laws, as alleged in the Commis- 
sion’s complaint, in connection with the offer and sale 
of fractional undivided interests in oil and gas rights in 
an oil well to be drilled in Eastland County, Texas. 


For further information, see Litigation Release Nos. 
7542 and 7738. 





Litigation Release No. 7858/ April 6, 1977 


UNITED STATES v. FRED C. TALLANT, SR. and 
WILLIAM M. WOMACK, JR. 
541 F.2d 1291 (5th Cir. 1977) 


John W. Stokes, Jr., United States Attorney for the 
Northern District of Georgia, and Jule B. Greene, 
Administrator of the Atlanta Regional Office of the 
Securities and Exchange Commission, jointly announce 
that on March 7, 1977, the United States Court of 
Appeals for the Fifth Circuit affirmed the convictions of 
Fred C. Tallant, Sr. and William M. Womack, Jr. of 
Atlanta on their pleas of nolo contendere to a twelve- 
count indictment charging them with violations of 
Section 17(a) of the Securities Act of 1933, the Mail 
Fraud Statute (18 U.S.C. 1341) and the Conspiracy 
Statute (18 U.S.C. 371) and further charging Womack 
with violating the Obstruction of Justice Statute (18 
U.S:C. 1505). 


The fraudulent scheme charged in the indictment 
involved, among other things, the acquisition by the 
defendants of shares of Class A common stock of 
Preferred Land Corporation, a Georgia corporation, and 
the sale of those shares during later higher priced issues 
as original issue stock of the corporation. The charge of 
obstruction of justice involved falsification of books and 
records of Preferred Land Corporation presented during 
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the Commission’s investigation. 


For further information, see Litigation Releases 6492 
and 7193. 





Litigation Release No. 7859/ April 6, 1977 


SEC v. HUGHES OIL & GAS, INC. et al. 
N/D TEX. [CA-76-284] 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office, announced that on March 30, 1977, 
Federal District Judge Eldon B. Mahon, at Fort Worth, 
Texas, entered Orders of Permanent Injunction by Con- 
sent against William C. Lawson, Ringgold, Texas, and 
Hughes Oil & Gas, Inc., Fort Worth, Texas, enjoining 
them from violations of the registration and antifraud 
provisions of the federal securities laws. Both 
defendants consented to the entry of Orders of Per- 
manent Injunction without admitting or denying the 
allegations contained in the Commission’s Complaint. 


The Complaint which was filed October 1, 1976, alleged 
that Lawson, Hughes Oil & Gas Co., Inc., and five other 
defendants violated the registration and antifraud pro- 


visions in connection with the offer and sale of 
fractional undivided working interests in oil and gas 
leases located in Eastland and Palo Pinto Counties, 
Texas, issued by Hughes Oil & Gas, Inc. and Energy 
Industrial Development, Inc. 


The Complaint also alleged that in connection with the 
offer and sale of such fractional undivided working 
interests, numerous misrepresentations and omissions 
of material facts were made by the defendants, 
including statements as to the background and 
experience of the companies and their officers, the 
financial condition of the companies and undisclosed 
methods of compensation to persons associated with 
Hughes Oil & Gas, Inc. 


For further information, see Litigation Releases Nos. 
7606 and 7775. 





Litigation Release No. 7860/April 7, 1977 


U.S. v. GOSS, et al. 
(USDC, Arizona, Crim. No. 75-560 PHX) 


Michael D. Hawkins, United States Attorney for the 





District of Arizona, William D. Goldsberry, Administra- 
tor of the Chicago Regional Office of the Securities and 
Exchange Commission and Robert H. Davenport, Ad- 
ministrator of the Denver Regional Office of the 
Securities and Exchange Commission, announced that 
on March 21, 1977, Cadmus L. G. Goss, of Phoenix, 
Arizona, was sentenced by Chief Judge Walter E. 
Craig, of the U.S. District Court of Phoenix, Arizona, to 
fifteen years in the Federal Penitentiary. Mr. Goss was 
found guilty on February 11, 1977 of multiple counts of 
violations of the registration and anti-fraud provisions of 
the Federal securities laws, the Mail Fraud Statute, and 
Conspiracy, all in connection with the offer and sale of 
securities of New Life Trust, Inc., an Arizona land 
company presently in bankruptcy. Judge Craig also 
granted a motion by attorneys for defendants Donald 
W. Sparks (Omaha, Nebraska), former Secretary of 
Moore, Kellog and Sparks, Inc.; and Elary Rinehart 
(Wyane, Nebraska) former vice-president of Moore, 
Kellogg and Sparks, Inc.) to withdraw their guilty plea 
to a one count information charging violation of Section 
10(b) and Rule 10b-5 thereunder of the Securities Ex- 
change Act of 1934. 


For further information, see Litigation Release Nos. 
6020, 6093, 6190, 6251, 6963, 7197, 7796. 





Litigation Release No. 7861/April 7, 1977 


U.S. v. WDOWIK, et al. 
(D. AZ.) (CR 76-340) 


Michael D. Hawkins, United States Attorney for the 
District of Arizona, and William D. Goldsberry, Ad- 
ministrator of the Chicago Regional Office of the Secu- 
rities and Exchange Commission, announced that 
George Ernest Wdowik, Phoenix, Arizona, was 
sentenced on March 7, 1977 to three years imprison- 
ment and fined $3,000 upon his plea of guilty to 
four-counts of mail fraud arising out of sale of securities 
of Marketing Specialists, Inc. 


John Charles Massie, Phoenix, Arizona, was sentenced 
on March 14, 1977 to two years imprisonment and fined 
$3,000 after pleading guilty to four counts of mail fraud 
in connection with the sale of securities of Marketing 
Specialists, Inc. 


The remaining counts of the 20-count indictment were 
dismissed upon motion of the United States Attorney. 
For further information, see Litigation Release No. 
7754. 





Litigation Release No. 7862/ April 7, 1977 


UNITED STATES v. RICHARD CHWATT, MARTIN 
BRUSTEIN, JACK BARNETT AND BERNARD 
KASPER, 77 Crim. 173 

(S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office (‘‘NYRO”’’) of the Securities and Ex- 
change Commission (‘‘Commission’’), and Robert B. 
Fiske, Jr., United States Attorney for the Southern 
District of New York (U.S. Attorney’’), announced 
that on March 3, 1977, Richard Chwatt, Martin 
Brustein, Jack Barnett and Bernard Kasper pled guilty 
to an information filed by the U.S. Attorney charging 
them with violations of the anti-fraud provisions of the 
federal securities laws. They could each receive a 
maximum penalty of 2 years imprisonment and a 
$10,000 fine. 


The defendants are former officers, directors and share- 
holders of Jaymee Industries, Inc. (‘“Jaymee’’), a bank- 


rupt corporation formerly located in Brooklyn, New 
York. 


The information charged that on or about January 27, 
1972, each defendant made a $75,000 payment (a total 
of $300,000) to S.J. Salmon & Co., Inc., a defunct New 
York City broker-dealer whose registration with the 
Commission was revoked on August 7, 1975. The pay- 


ments were made in order to insure the completion of a 
public offering of Jaymee securities. The information 
charged that each of the defendants failed to disclose 
said payments in the Jaymee prospectuses or in any 
other manner, and in their appearances before both the 
Commission and the United States Bankruptcy Court. 


The defendants were previously permanently enjoined 
from further violations of the federal securities laws in a 
related civil injunctive proceeding instituted on October 
3, 1974, entitled SEC v. Jaymee /ndustries, Inc., et al., 
74 Civil 4336 (S.D.N.Y.). (See Litigation Releases 6542 
and 6942). 


George A. Fitzsimmons 
Secretary 
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FREEDOM OF INFORMATION ACT 
Release No. 52/ April 6, 1977 


PRIVACY ACT OF 1974 
Release No. 4/April 6, 1977 


In the Matter of Request of 
H. EARL BARBER 
for access to investigatory records 


This is an appeal from a determination of the 
‘ Commission’s Freedom of Information Act (‘‘FOIA’’) 
Officer, denying the FOIA request of H. Earl Barber. 
The object of Mr. Barber's request was a transcript of 
testimony given before Commission staff investigators 
in January 1975. The testimony was given voluntarily, 
and not pursuant to subpoena; the investigation was 
conducted pursuant to the Commission’s informal 
procedures relating to enforcement activities,’ not 
pursuant to a formal order of investigation. The staff 
made no recommendation to the Commission with 
respect to the issues of a formal order of investigation or 
the institution of any enforcement action, and the 
informal investigation was closed without further 
agency action. The only record contained in the 
investigatory file relating to this matter is the transcript 
of testimony. 


In the transcript in question, the witness testified as to 
certain transactions of a corporation which the witness 
served as an officer and a member of the board. Some 
of these transactions had been completed, while others 
were in progress or merely contemplated. The 
Commission is of the opinion that portions of this 
transcript contain information which a corporation 
would not be likely to publicly disclose, and that such 
information is exempt pursuant to FOIA Exemption 4, 
applicable to “‘commercial or financial information 
obtained from a person and privileged or confidential.’’ 
5 US :C. S52 1b) (4). 


In addition, having given careful consideration to this 
issue, the Commission believes that disclosure of any 
part of the transcript would be an ‘‘unwarranted 
invasion of [the] personal privacy’’ of the person who 
testified voluntarily before the staff. 5 U.S.C. 552 (b) (7) 
(C). During the course of his testimony, the witness 
made numerous references to the state of his health, his 
personal finances, and other personal matters. More- 
over, disclosure of this transcript would reveal the 
precise nature of the staff’s suspicions and the focus of 
its investigation. In view of the fact that the staff 
concluded, after taking this testimony, that neither 
enforcement action nor further investigation was 
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appropriate, we believe that disclosure of the nature of 
the staff's inquiry is unwarranted. Since disclosure of 
any meaningful part of the transcript would run the risk 
of causing such unwarranted invasion, we rule that the 
entire transcript must remain undisclosed. 


In seeking access to the transcript, Mr. Barber has 
called to our attention the fact that legal proceedings in 
which he is the plaintiff are pending against the person 
who testified and against his corporation. The clear 
relevance of investigatory records to pending litigation 
is a factor that the Commission has in the past taken 
into consideration in applying the balancing of interests 
test that is required to be made in order to determine if 
disclosure of records would be an “unwarranted 
invasion of personal privacy.”? Thus, in two earlier 
appeals, the Commission disclosed records contained in 
an investigatory file where the investigation had been 
closed with no enforcement action, in view of the 
indisputable relevance of the records to pending 
litigation.* In this case, however, the issue of relevance 
is not as clear. The transcript of testimony has been 
carefully examined and compared to the subject matter 
of the pending state court action instituted by Mr. 
Barber; none of the specific actions which form the 
subject matter of the complaint were also the subject of 
the staff’s informal investigation. In fact, while the 
transactions that are the subject of litigation occurred, 
according to the complaint, in or after February 1975, 
the testimony was, as noted, taken by the staff during 
the previous month and, accordingly, the transactions 
called into question by the lawsuit were not an object of 
the staff's informal inquiry. Accordingly, since the 
Commission is unable to make a determination as to the 





‘See 17 CFR 202.5. 


2 See Department of the Air Force v. Rose, U.S. ; 
96 S. Ct. 1592 (1976). In Rose, the Court said of 
Exemption 6 that ‘‘Congress sought to construct an 
exemption that would require a balancing of the 
individual's right of privacy against the preservation of 
the basic purpose of the Freedom of Information Act ‘to 
open agency action to the light of public scrutiny.’ ” /d. 
at 1604. The Commission does not believe that this 
balancing would generally require disclosure of personal 
information about an individual obtained in a law 
enforcement investigation, where the agency decided 
to take no action as a result of its investigation, 
particularly in the complete absence of any weighty 
countervailing reasons which would warrant such 
disclosure. 


3 Jung Ja Malandris, FO\A Release No. 8, 7 SEC Docket 
58 (May 29, 1975); Anthony P. David, FOIA Release No. 
76, 7 SEC Docket 813 (September 8, 1975). 
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relevance of the transcript to the litigation, it concludes 
that, in this instance, the pending litigation does not 
affect the balance in favor of disclosure.* 


Since we believe that general public disclosure of the 
transcript in question would, under the circumstances, 
be an unwarranted invasion of privacy, the transcript 
must be withheld.° Similarly, in view of the fact that we 
have concluded that at least part of the transcript must 
be withheld because disclosure would reveal confiden- 
tial commercial information within the meaning of FOIA 
Exemption 4, the Commission’s discretion to disclose 
such information may be limited to some extent.°® 


Accordingly, IT IS ORDERED, for the reasons stated 
above, that the request of H. Earl Barber for access to a 
transcript of testimony taken in an informal investiga- 
tion which resulted in no enforcement action is hereby 
denied. 


By the Commission (Commissioners Loomis and 
Pollack; Commissioner Evans dissented; and Chairman 
Hills did not participate in the decision). 


George A. Fitzsimmons 
Secretary 


April, 1977 





4The Commission recognizes that it is not in the best 
position to make a determination as to the relevance of 
any documents to pending litigation. Rather, the court 
before which the litigation is pending can best apply any 
applicable discovery rules, if the litigant were to seek to 
obtain the transcript directly from the person who 
testified in the Commission’s investigation. Normally, a 
person who testifies in a Commission investigation has 
the right to obtain a copy of his transcript, and that is 
true in this particular case. Accordingly, if the court 
were to order production of the transcript, a copy could 
be obtained by the person who testified from the 


Commission, if it were not already in his possession. 
Proceeding in this manner allows the person who 
testified before the Commission to make any objections 
he may have to production of the record to the court 
before which the action is pending; and that court will 
normally be the best judge of the relevance of such 
records to the pending litigation, as well as any 
questions of privilege that may be raised. 


Of course, the Commission recognizes that if the 
transcript in question were not exempt under the FOIA, 
we would be required to disclose it, regardless of its 
relevance, or lack of relevance, to the private litigation. 
The question of relevance only arises here because it is 
one factor which it appears reasonable to take into 
consideration in balancing the personal privacy and 
other interests of the person who testified against the 
benefits to be obtained by disclosure. 


5If we were to conclude that the transcript in question 
was required to be made available by the FOIA, then 
disclosure would not violate the Privacy Act of 1974, 5 
U.S.C. 552a, since that Act does not prohibit any 
disclosure that is ‘‘required under [the FOIA].” 5 U.S.C. 
552a (b) (2). We conclude, however, as indicated supra, 
that disclosure is not required by the FOIA. And, 
although disclosure of agency records exempt from 
compelled disclosure may normally be made in the 
exercise of the agency’s discretion, that is not true with 
respect to information about individuals contained in a 
“system of records,’’ since the Privacy Act forbids such 
disclosure, absent the consent of the “‘individual to 
whom the record pertains.” 5 U.S.C. 552a(b). Here, 
that individual has specifically withheld his consent to 
disclosure. 


6 See, e.g., Charles River Park “A”, Inc. v. Department 
of Housing and Urban Development, 519 F.2d 935 
(C.A.D.C., 1975); Westinghouse v. Schlesinger, 542 
F.2d 1190 (C.A. 4, 1976); Union Oil Co. of California v. 
Federal Power Commission, 542 F.2d 1036 (C.A. 9, 
1976); Pennzoil v. Federal Power Commission, 534 F.2d 
627 (C.A. 5, 1976). 
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